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Honorable James T. Mcintyre, Jr. Page 2 

and would perceive such a move to be at least premature. We 
believe that they would perceive such a move to be a down­
grading of the importance of small business by this administra­
tion and that the major reason for having the White House 
Conference would have evaporated. 

It is my recommendation to the President that the SBA remain 
a strong, ~ndependent Agency. 

~ 
A. Vernon Weaver 
Administrator 



THE SMALL. BUSINESS;. ADMINISTRATION COMMUNICATED 
ORALLY THAT THEY CONSIDER IT VERY. ~PORTANT· THAT 

THE FARM-LENDING AUTHORITY BE TRANSFERRED OUT OF 

. SBA TO THE DEPARTMENT OF FOOD 1\NO AGRICULTURE. 

THEY' ALSO INDICATED THAT SBA SHOULD· REMAIN AN 

INDEPENDENT AGENCY. 

NO FURTHER WRITTEN COMMENTS ON THE DRAFT DECISION 

MEMORANDUMWERE RECEIVED. 
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U~S: SMALL BUSINESS ADMINISTRATION, 
. "WASHINGTON> D.C. 20416 

OFFICEOP'THE•ADMINISTRATOR·' 

January 2, 1979 

Honorable· James ·"T•.., Mcintyre, Jr. 
Director 
Office of Management and Budget 
Executive' Office of. the President 
Washington, D. C. 20503 

Dear Jim: • 

I amenclosinga memorandum to you containing our 
comments on your' reorganization memorandum.. We feel very 
strong.Iy that any maj.or change in SBA' s status (that of an 
independent agency) sho.uld await the conc·lusion of the 
White House Confer.ence, on Small Business •. 

It is per.f.ectly alright to remove those programs· 
of SBA that pertain• to~ community and ,economic· development. 
assis.tance and place them. in the Department of Development. 
Assistance or any other appropriate, place, but· the practical, 
political considerations both of the Congress and the small 
business• community dictate~, it seems to me, an independent 
SBA at this time~. 

I know: that no final decis~ion. has, been made with 
respect to Trade, and• Commerce. However, I. think it is 
imperative that we have input direc.tly to you or to the 
President before. any decision, is made to move SBA into 
another department • 

A. Vern ver 
Adminis~trator 

·Enclosure· 



U.S, GOVERNMENT 

SMALL BUSINESS ADMINISTRATION 
WASHING:Y:ON, c.c. 20416 

OFFICE OF THE ADMINISTRATOR 

Date: January 12, 1979 
Reply to 
Attn of~· 

Subject: Addi tiona! Reorganization Option 

To: Honorable James T. Mcintyre, Jr. 
Director 
Office of Management and Budget 

The Small Business Administration opposes Option 3. 

We take serious exception to the premise that a consolidation 
of SBA into the Department of Trade and Business Development 
would result in giving the small business community a more 
effective voice ~ithin Gov~rnment. Indeed, we believe that 
vo,ice would be lessened. In many areas strong differences 
exist between big business and small business. Each year 
numerous .bills are introduced which impact differently on big 
business and small business; therefore SBA and Commerce 
must take different positions. The interest of small business 
is sufficiently vital for these differences to be resolved 
by the White Hous.e. The Pre,sident should not be denied the 
opportunity to receive advice and guidance from an effective 
representative of small business. 

Another example of disagreement exists under SBA's set aside 
programs. Government procurement is allocated for bidding 
by small business, excluding bi.g busines,s. When these' set 
asides are challenged, it is up to the Administrator of SBA 
to make a decision. We think such a decision would be diffi­
cult for the Secretary of a Department representing both big 
business and small.business. 

The President has called for a White House Conference on 
Small Business to be he·ld in January 1980. We are holding 
57 pre-conference meetings of which 19 have been completed. 
At these pre-conference meetings, the small business commu­
nity ha's been informed that one of the major reasons for the 
White House Conference is to review the programs and the 
future of the SBA. If SBA is moved to the larger department, 
we believe that this constituency would be greatly pisillusioned 
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Honorable James T. Mcintyre, Jr. Page 2 

and would perceive such a move to be at lea,st premature. We 
believe that they would perceive such a move to be a down­
grading of the importance of small business by this administra­
tion and that the major reason for having the White House 
Con£erence would have evaporated. 

It is my reconunendation to the President that the, SBA remain 
a strong, independent Agency. 

~ 
A. Vernon Weaver 
Administrator 
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THE' SMALL BUSINESS ADMINISTRATION COMMUNICATED 

ORALLY THAT THEY CONSIDER IT VERY. IMPORTANT THAT 

THE FARM-LENDING AUTHORITY BE TRANSFERRED OUT OF 

SBA· TO THE: DEPARTMENT OF FOOD~ AND AGRICULTURE. 

THEY· ALSO INDICATED THAT S·BA SHOULD REMAIN AN 

INDEPENDENT AGENCY·. 

NO FURTHER WRITTENCOMMENTS ON THE DRAFT DECISION 

MEMORANDUM WERE· RECEIVED·. 
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U~S• SMALL BUSINESS ADMINIS'TRATION, 
'WASHINGTON. D.C. .20416: 

OFFICE OP' THE ADMINISTRATOR· 

January 2, 1979 

Honorable James ~ .... Mcintyre, Jr. 
Director 
Office; of Management and Budget 
Executive· Office of the: President 
Washington, D. c. 20503 

Dear Jim: 

I am enclosing. a'. memorandum to you containing our 
comments on your reorganization memorandum.. We· feel very 
strong.ly that any major change in SBA' s status (that of an 
independent agency} should await the conclusion of the 
White House Confer.ence on Small Business•. 

It is. perfectly alright to remove. those programs; 
of SBA that perta·in to community a-nd economic- development. 
assistance and place, them in the Department of Development 
Assistance or any other appropriate· place, but the practical, 
political cons·iderations both of the· Congress and the small 
business community dictate, it seems to me, an independent 
SBA at this- time·. 

I know that no final decision. ha·s: been. made with 
respect to Trade and: Commerce. However, I. think' it is 
imperative that we have· 1nput directly to you or to the 
President before any decision is made to move SBA into 
another department. 

A. Vern ver 
Administrator 

· Enclosure· 
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OPP'ICEOF TME ADMINIS'T'RATORc· 

MEMORANDUM' FOR 

U.S •. SMALL BUSINESS; ADMINISTRATION 
WASHINGTON> D.C. 20Ct6. 

Director 
Office of· Management. and Budget 

This is. in response· to· your request for conunents 
and observations on the reorgani,zation· memorandum. to the 
Cabinet and· affected agencies. Generally,. we are· pleased 
with the problem-oriented approach of. the proposal. This 
S'hould streamline service deli very and reduce confusion 
on where to go for assistance·. However, since Part I, 
Natural Resources·, and Part III, Food and Nutrition, do 
not directly affect this Agency, we are restricting 
specific conunents to Part· II, Development Assistance, 
and P·art IV, Trade: and Commerce. 

A. Development Assistance 

In .. our opinion,. alternative (1) of Part II, is the 
most desirable of the al ternat·i ves set forth in the memorandum. 
We believe that it is sensible to combine economic and com­
munity development assistance which will reduce the existing 
confusion of· state: and· local governments and the general public 
regarding 0.~ s .. Government programs. 

We· agree that SBA's 501 and 502 programs should be· 
trans-ferred to the new Department of De.velopment Assistance .•. 
Additionally, depending upon the specific structure of the 
Department of Development Assistance, we believe that other 
SBAprograms which. are oriented to community, and in some· 
instances , economic development. as·sistance, such· as SBA' s 
disaster l~oan, programs,. could be incorporated into the new 
Department. We· do not believe that the· SBA is, or should be 
considered to be, an. economic development agency. SBA's 
primary mission is to stimulate competition through a· 
healthy small business conununity. 
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~he· transfer of SBA' s· farm lending authority to the· 
Farmers' Home· Administration in. the Department of Agriculture 

-is cal.Ied for on·. ,page' 16. We would' hope.- that this· transfer 
· would'· bee .of. the highest priority. 

We· do not: favor alternative (2), of Section II, 
which· is set forth on page· 19. This alternative would not 
accomplish the goal of problem-oriented development assist­
ance programs. and would not reduce the· confusion now· existing 
at the state and local government level·s· and wi.th the general 
public·. 

B. Trade· and Commerce 

Your memorandum· indicated that you were not yet 
prepared to· make a reconunendation on· Part IV, Trade and 
Commerce. However, you do list. options that are under 
consideration on page 28. We favor option· (3), because: 
this. option would: provide for a· strong national focus on 
the problems. of the balance- of trade· and balance of payments. 

c. Other. 

We, feel strongly, and we believe· Congress·. does• also, 
that the small business community must have a strong, 
independent agency· of. the government to address their needi:; •. 
Big. business. has: the resources. and the· clout to be: heard at 
the top level of: any governmental organization. However, 
small business, by its nature, must depend more on established 
lines of communication and organizational. s.tructure in· com­
municating its. needs. The growth of . employment and economic 
expansion are achieved most efficiently in. the, small-business 
sector and this. growth stimulates- competition and technological 
innovation. 

The SBA, as originally conceived, has the mission of 
stimulating competition and economic. growth in the· small 
business sector. In recent years,. this. focus has been 
affected to a degree by the: addition of programs. for 
communi.ty and. economic development. The establishment of 
a. Department of. Development Assistance and the inclusion 
in that Department of· SBA's: community and economic development 
programs should give SBA an opportunity to refocus: on its 
initial mission. It is- our opinion that our business 
development program (Sa) for firms owned and controlled by 
socially and. economically disadvantaged personsis consistent 
with SBA's.mission and' should' be retained at SBA. 
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As~ you know,, the President, ·by Executive Order, has 
·'authorized a White House Conference· on Small Business, taL 
. be held in 1980. This .Conference is being preceded by 57 
national and state meetings •. we. have told the small 
business; community that one! of the primary purposes of 
these meetings and the eventual Conference is to; give an 
opportunity to the; small business community at the· grass­
roots level to have input into: the f.utu:r:e structure· of the 
SBA.. We believe that our recommendations and suggestions, 
as discussed above, would' not conflict with this. commitment·. 
Any· major changes at this· time, however, may be· perceived 
to· be· premature and may tend to detract· from the purpose and 
importance of the President.' s White House Conference· on· 
Small Business. 

(~Jn~.~~w~ 
A~;n~tor 
Small Busines•s Administration 





CH:\IR\ti\~ 

------------

tJNfl''E-·.o· S'l'·\·1··1.:s. ·l-'"l''l':l'''·\'1'1()'!·\1 '1'-I,)·\IJI-- ( '.(,~.I' 11:·l. :r .,,. 1 . ~ ' .•• l" J \ i". . i "·· ' \. . ' ' . \ . ' • '...,. ) l ·, ) . '1, 

---------------------------- ---------

\ \'.\S! IJ:\( ,'(( l'\ IU : :20 liii 

Honorable James T. Mcintyre, Jr. 
Director, Office. of Management 

and Budget 
Executive Office of the President 
Washington, D.C. 20503 

Dear Hr. Mcintyre: 

January 12, 1979 

Thank you for your memorandum of January 11, 1979, with respect 
to an additional reorganization option. Since the option does not 
directly affect the Corrunission, we hav-e no comment to make on this 
matter. 
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THE INTERNATIONAL TRADE COMMISSION HAD NO COMMENTS 

ON THE DRAFT DECISION MEMORANDUM, BEYOND THOS·E 

MADE ON· THE INFORMATION MEMORANDUM • 
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UNITED· STATES, INTERNATIONAL TRADE COMMISSION. 

WASHINGTON. D. C 20436 

January· 3:, 1979 

Honorable .James T~ Mcintyre, Jr. 
Director, Office of Management 

and Budget 
Executive Office of the President 
Washington, D.C~ 20503 

Dear Mr •. Mcintyre: 

This letter responds to your request for comments. on an· information 
memorandum which.· includes, as a. possible option, the inclusion of the 
United States International Trade Commission within a.new Department of 
Commerce and Trade. In our view, inclusion of the Commission in· an 
executive department would: be inconsistent with the historical functions 
of· this independent,. nonpartisan, factfinding agency· and contrary to the 
manifest. intent of the· Congress. We believe, therefore, that the Com­
mission should' be excluded. from the reorganization plan. 

The Commission was. established in 1916 by· the· Congress, in furtherance. 
of its authority to· regulate foreign· commerce under article I, section 8 
of the Constitution·, for the purpose of providing the Congress and the 
President with expert. technicai advice, On trade matters•. From its 
earliest days, the nonpartisan nature.o£ the Commission was· established 
by a provision that no more than three o-f the six Commissioners could be 
of the same political party and a provision for overlapping terms of 
Commissioners,. insuring that no single President could control the 
Commission •. 

In 1967, President Johnson submitted a reorganization plan (Re­
organization Plan 2 of 1967} which would have given the President more 
control over the Commissionby transferring certain administrative 
powers: to the Chairman· of the Commission.· Although that reorganization . . 
proposal was far less extensive and would' have given the President far 
less control, over the Commission than: the option now under consideration,. 
it was-disapproved by the Congress. for the reason that. any· such attempt 
"raised areal question as to. the· propriety of the executive branch 
attempting. to reorganize· an agency whose principal function is to assist 
the Congress in carrying out its constitutional tariff and trade powers." 
S. Rept. No. 226 (90th Cong., 1st sess.), p. 6. 
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Hono-;;.·able, James T. -Mcintyre- - page 2 

Congress reaffirmed the- importance of the maintenance of the· 
COmmission's· complete independence in the- Trade ACt of 1974 and sub­
sequent legislation. It provided additional guarantees of that :in­
dependence by removing the Commission's budget from executive branch 
control;.authorizingthe: Commission to be represented in court by its 
own· attorneys; and. restricting the· President.'s .power. to appoint the 
Commission's. Chairman and Vice Chairman. 

In summary, the· Commission· is. unique among Federal agencies. in. its 
nonpartisanship and· independence. The continued independence of' the 
Commission is essential for it to performits function of providing 
expert technical trade- advice to the Congress and the executive branch. 
Since the incorporation of the Commission into an executive branch 
department would fatally-compromise· the independence which Congress has 
provided, we r.ecommend that the· Commission not. be· included· in the 

'"\ reorganization.proposal .. 

Since;ely; 

Parker 



l.
 

-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
~
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
/
 



EXPORT-·IMPORT BANK OF THE UNITED STATES 

OFFICE,OF THE 
PRESIDENT AND CHAIRMAN 

MEMORANDUM 

FROM: 

SUBJECT: 

WASHINGTON, D.C. 20571 

January 12, 1979 

for James T. Mcintyre, Jr. 

John L. Moore,. Jr.~ 
Eximbank and the ~osed Economic 
Reorganization of the U.S. Government 

CABLE ADDRESS'"EXIMBANK" 
TELEX 89-461 

I would strongly oppose placing Eximbank in the pro­
posed Department of Trade and Business Development (DTBD) 
described in the current Option 3. Eximbank has a unique 
statu~ and serves a great many different U.S. interests. 

For example, the Secretaries of State, Treasury and 
Commerce make recommendations to Eximbank on loans, where 
there are considerations of foreign, monetary or trade 
policy. It is convenient to these Secretaries~ however, 
not to take final responsibility for making the credit 
judgements. This judgement is best left to an independent 
Eximbank board. Without this independence, there will be 
strong criticism from Congre5s that Eximbank is making 
loans for political reasons, rather than reas·ons of good 
credit. Congress has been extremely sensitive about this 
issue in the past. 

We would oppose the suggestion on page 1 that the 
Secretary of DTBD."provide policy guidance as one of the 
3 directors of Eximbank." Such a proposal would seriously 
undermine the independence of the Eximbank board. Also, I 
would oppose re·ducing our current board of 5 directors, all 
of whom are Presidential Appointees al r·eady confirmed by 
the Senate and who work well together. 

Eximbank now coordinates very well \vi th State, Treasury, 
Commerce, OMB and the White House, both bilaterally and 
through t.he mechanism of the National Advisory Council. 
Placing us in DTBD would disrupt these relations and inhibit 
our role in foreign policy and in monetary policy and would 
not improve the bank's efficiency in facilitating trade. 



James T. Mcintyre, Jr. 
January 12, 1979 
Page 2 

Eximbank has a large, supportive constituency in 
Congress, and our best reading is that the move to place 
us in the proposed DTBD would be vigorously opposed there. 

Finally~ I believe that Option 3 has been conceived 
too hastily and has too many d'i verse enti t,ies that do not 
fit. I believe it would be a disservice to the President 
to go forward with this Option at this time. It will 
provide no real benefit and yet will cost a great deal 
in terms of lost efficiency and increasing difficulty 
in obtaining budget authorization for Eximbank. 

JLM/kb 
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THEEXPORT•IMPORT BANK HAD NO COMMENTS ON THE 
DRAFT· DECISION MEMORANDUM, BEYOND THOSE MADE. 

ON THE. INFORMATION MEMORANDUM • 
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MEMORANDUM 

EXPORT-I!MPORT BANK OF THE UNI:-r:'ED STAll 
WASHINGTON. •D"C. &0171 

Decembe.r 29, 1978 

TO: The Honorable James T. Mcintyre, Jr. 
Director, Office of Manag.ement and Budget 

FROM: J:ohn L .• Moore, Jr· •. 
Pres.ident and Chairm · --

SUBJ;E•CT:; Pres·idential Reorganization Memorandum 
j 

' 

. •! 

< .-·.:..·:_· .... 

We• support. your thesis that there is a problem with the 
Department of Commerce and that a reorganization of its functions 
might alleviate the problem•. 

We have· these though-ts about Eximbank's relationship t.o 
a new Department of Commerce and Trade. 

1) We: would prefer to see Eximbank remain autonomOl:l'S. 

2) The most successful integration of Exim into ano·ther 
ag.ency could take place only with a cabinet department 
s.trictly of· international trade.. No such department 
is contemplated in the three options suggested .for 
reorganizing the Commerce Department. 

3) To .support the position for an autonomo.us Eximbank., 
we would make the follow-ing poin.ts: 

A) De·spite its large• authorization ce.i.ling of $40' 
billion, Exim has only 430 employees, les.s than. 
half of which are professionals and specialis·t·s. 
Exim is a highly e.fficient agency, .lendin'g as 
much money as the· World Bank with only -one-tenth 
the staff. Integration into a much larger depart­
ment would' not ma-ke us: more efficient and would 
probably make us ml:lch less efficient if under-
employed Commerce Department employees were added ;~,· :;: ,·· · 

to our staff. . :_;t.f~~·;i~:~·-;_,_ 
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· B} lt' is. vi tal that E:Xim remain politically 
autonomous because of the large sums it 
lends. It must never make loans for purely 
political. reasons• to. an otherwise uncredi t­
worthy borrowe.r. Several powe•rful institutions 
make recommendations to Eximbank on the:. 
direction of its loans. These· include· the, 
White House,, State, Treasury, Commerce and 

· Congress. The Eximbank board effectively 
pursues~ overall administration policies and 
guide:lines. However, its independent status 
·has served his-torically as an import·ant che.ck 
against making loans for excessively political 
and uneconomic reasons. If the Bank ever did 
so,. Congress would act quickly to terminate 
us. 

C) Eximbank: has a• large number of s.upport:ers in 
Congress. Many Congressmen and Senators tend 
to regard Exim (because of its- "sunset" status) 
as a. "legislative," rather than an "executive" 
agency. The Eximportion of a Commerce Depart­
ment reorganization would be controversial in 
Congress, and could hold up otherwise sound 
plans to reorganize the Department of Commerce. 
This p.roblem· could be· avoided if Exim· remains 
autonomous. The busine-ss community might also 
lobby through: Congre.ss- and directly with the 
White House against an administrative incorporation 
of Exim into a Commerce and Trade Departme-nt. 

r understand that your proposals on the options are not 
yet fully· developed, and would. look forward both to discussing· 
them and to· being of full assistance. 

cc: Schaffer,. Allen, Sauer 

.i .. ~ 
: ~-~ 

'····-·- -~ .. · 
. ~-': .· . 
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NO COMMENTS WERE RECEIVED FROM THE COUNCIL ON ENVIRONMENTAL 

QUALITY ON THE ADDITIONAL REORGANIZATION OPTION. 



. ·•·· 
"';·_ 

, . 

. ; 

I 
; 

EXECUTIVE OFFICE OF THE PR·ESI DEN~· 
COUNCIL ON-ENVIRONMENTAL QUALITY 

722 JAaCSON!PLACE, N. w .. I 
. 

u 
WASHINGTON, D. C; 211008-

I 

l 
FROM: 

SUBJECT::. . ·.· Reorganization Decision' Memorandum. 

Because I' have been unable to reach Kitt~·Beardsley this· morning, 
attached is the most recent .. copy of the draft decision memorandum. 
which contains- in the margin the corrections which~ I believe should 
be made. in the memorandum. The changes. on pages 5 and. 6 are 
subs.tantive changes which state more precisely what is intended to 
bethewater resources options. The recommendationon page· 7 that 
the' objective· statements of disadvantages- be included· in the 
memorandum text is a. substantive recommendation because the 
suggestion that disadvantages are cover.ed in the relevant Cabinet 
comments-could•be taken to imply that the disadvantages. are only 
parochial or special interest. in nature • 

. The: changes. on page· lO'are: substantive in nature and correct your 
excellent. summary of. CEQ-'s: comments so that the summary is precise. 

The· corrections on· page, 11 incorporate changes. in the presentation 
of decisions· consistent with our conversation. on Saturday that the. 
memorandum. should inform the President that. b~ is.making. only a 
couple· of overall conceptual decisions at this time and that other 
issues: which have been raiSed by_ the decision memorandum. and 
Cabinet beads· could be resolved at some later time. 

Giveme a call if. you have any questions. 

Attachment . 
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FROM: 

SUBJECT: 

------------------· --- ----------------· 

ADMINISTRATIVELY: CONFIDENTlAL 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF. MANAGEMENT AND· BUDGET 

WASHINGTON~ D.C. 20503 · 

January 5-, 1979· 

THE SECJU:TARY OF AGRICULTURE. 
~HE SECRETARY OF COMMERCE 
~HE: SECRETARY OF DEFENSE 
THE' SECRETA·RY OF. ENERGY 
THE. SECRETARY OF THE Ail-MY. 
THE SECRETARY OF HEALTH, ·EDUCATION· AND WELFARE 
THE: SECRETARY OF HOUSING -AND URBAN: DEVELOPMENT 
THE SECRETARY OF INTERIOR. 
THE' ATTORNEY GEN·ERAL 
THE SECRETARY OF LABOR 
THE-SECRETARY OF' STATE 
THE S·ECRETARY OF THE TREASURY 
THE' SECRETARY OF TRANSPORTATION 
THE SPECIAL. REPRESENTATIVE FOR TRADE NEGOTIATIONS 
THEADMINISTRATOR OF VETERANS AFFAIRS 
THE ADMINISTRATOR OF THE ENVIRONMENTAL 

PROTECTION AGENCY 
THE. DIRECTOR. OF THE COMMUNI.TY SERVICES ADMINI:STRATI~ 
THE:AOMINISTRATOROF THE SMALL BUSINESS 

ADMINISTRATION 
THE CHAIRMAN; OF' THE WATER: RESOURCES COUNCIL 
THE CHAIRMAN OF THE INTERNATIONAL TRADE COMMISSION 
THE PRESIDENT. OF THE EXPORT-IMPORT BANK 
THE CHAIRMAN. OF THE COUNCIL ON ENVIRONMENTAL QUALI~ 

Jiunes' T. Mcintyre, JrF 

Attached Reorganization. Draft Decision Memorandum 

Attached· fs. a dra-ft of the reorganization draft decision memorandum. 
It includes summaries-of the comments we received. · 

We would: appreciate your comments on the memorandum, particula:r:ly 
on whether our summaries of your earlier remarks are accurate. 
Verba·l responses are sufficient.. Please· get in touch~ w:i: th Ka.t·ie' 
Beardsley at 395-5682 if you want. to respond verbally. 

If we do not get. further written remarks from you, we will send· 
your earlier comments to the President as. an attachment to the 
decis-ion. memorandum. 

'l'he final memo will be submitted on. Tuesday, January 9. Therefore,. 
we need your remarks by·· noon,. MONDAY, JANUARY a. 
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ADMINISTRATIVELY CONFIDENTIAL 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF- MANAGEMENT AND· BUDGET 

WASHINGTON; D.CO.-

.·· ..... 

MEMORANDUM FOR l!l'BE. PRESIDENT· 

.FROM: Jim·M~Intyre 

SUBJECT: Reorganization· 1979 

erhis: memorandUm presents, t.he results· of our analysis of the 
major ~terns on. the· 19·79 reorganization agenda awaiting: approval.• 
Four principal projects. are described':. natural resources, 
development assistance,. food and agriculture, and' commerce 
and: trade •. 

~ese· four areas were cbosenwith.the· goa]. of bringing· about 
visible achievements in government performance· and e.fficienc:ya•. 
more service· from. the same dollars,. red~ction in personnel ana· 
administrative costs, consolidation and s-implification of 
programs, .. less: overlap and. duplication.. ,.ogether with· c1,.vil. 
service reform, the Department of Energy, and t:he· pending. 
Department of Education, the initiatives described.belowwould 
give us· a reorganization. record· affecting. most of. thed()mestic 
Cabinet by 1980:· 

(1): 

(2l 

Na·tural Resources.. ~e excessive number of Federal 
natural resources agencies, doing much the· same thing: 
makes it confus.ing for citizens to know where to go, • 
costly for businesses delayed. by ~mp~ex perm! tting, 
requirements,. and complicated for the government to 
develop and implement coherent policy for balancing 
conserva.tion1 and development. objectives. A· aatural re-· 
sourt:eS reorganization would simplify. this structure· and 
help to solvet.hese·problems as: well as save money 
for the government and the private sector. 

Development Assistance. 'l'he complexity, paperwork~ 
and delay In delivering development grants,. loans, 
and services bas long been a complaint of mayors, 
g()vernors,. and businessmen. Federal investment. in 

•· Preparations are underway for educationreorg~nization, 
which you. !)ave already approvec!·. 
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.. ~ M!"'~T'"aevelop:ment. programs. cannot be· ~ocused for· ®t_:f:llal . . .. 
~~.:.,pay_ot_~., Pr1vate· sector partners. often cannot. i!ffora'f' 

• ··:.ift;~, ·to walt DDOntlls for Federal action. By reorgan1ziDg -.: 
. · - and: consolidatiDg programs in this area, we.· can begi.JP" 

(3l 

to· address. these. concerns as. ve11· as; save· administrative· 
costs: for Federal,. State and' local governments. 

F'-'od and.· Agriculture;.. Nutrition polief is of increasing 
i.mpcrtance· to the quality of the American diet anc! to 
agricultural. commodity and': trade policy.. Ro agency· 
now has lead responsibil.ity for developing. and· coordiD-

. ··ati"m.; policy: in· this; area·. We believe that the 
Department of Agriculture should be. designa:ted the 
lead' agency for: nutrition policy and· that we· work with 
Secretary Bergland on internal changes to-strengthen 
VSDA's: role. 

'l'rade, and> Commerce. We are not yet prepared to make 
a reconunendat1on regarding; the mission of the Commerce 
Department. However,. our analy-sis has indicated 
important deficiencies in the Federal Government••· 
ca·paci ties to· formulate· and implement trade policy 
and: to: conduct economic analysis-. A major caus.e of. 

~,~ \"n.l .. ~~\-:· \~ t.hese deficiencies: is program' fragmentation.. We will: 
v~\1~~ ~'-'"-' a be able to present. carefully analyzed end pol jtlf :ally->:-
~~ .\(.\c.c)... -·.·O:.·· l\ t.e a ee4;;; Conunerce Department opt ions; shortly •. 

. ~·~~· ~w- \-a. c-
. . ~-.~·.·'.vc• %n. •hort.,. these options are designed to modernize· the structure. . 
·~· .· f\/l.bm of government by focusing resources on: today' s· problems, stream-

.. :.~~ lining.government processes, and sav!-ng money for the ~ublic 
): .. ~~c,.wc.w. and -cr1 v,ate sec to!'. TI!Pl~t.Ulg them will require a CXITbination of ze-. · j orgaruzation plan and leg:lslatl.Ono 
::> ~e remainder of. this. memorandum discusses each s.et of options 
.-:-. in d·etail. Parts· I - IV offer options in specific subject areas. 

:':-_ ._. 
~J' 

.•. 

. ·· . 

.i.'t 

.· -i 

·~- . -~ 
. ; 

- . -. 

% • N.atural Resources· 

A. The· Problem 

Manag.ing t.he· Nation 's· natural resources --· lana·, air, 
water, oceans, wildlife -- is a substantial Federal. responsi­
bility. But organizational fragmentation and overlap make it 
difficult to do a· good job. Exhibits I and II summarize natural 
resources prog:rams. and the current jurisdictional fr.agmentation 
of resource programs.. 'l'his program dispersion creates. real 
problems.. ~ 
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ifo one· official, abort· of ou, ·can take· ·an overview · 

tietween· conservation and development. 

Wo: one ac5dresses-.natura-l resources· comprehensively,. 
even t.hough extensive· interactions in. the· physical 
world' exist. Even when policy· is developed, often. 
no. one. as clear authority ~O! carry i.t out.. For · 
example·,. the: Secr~tary of Ynterior bas: been assignee!· 
to• implement water policy· reforms, but he bas- DO 
authority· for Corps project planning. Relating · 
natural resource. programs. to other areas•, such as · 
international relations·, energy, and environmental 
protection., is- aifficult. 

Numerous confusing· field systems make it d'ifficult 
to· coordinate policy decisions. with State and local 
governments:, respond to: regional differences,_. and 
provide efficient service delivery. 

·Responsibilities for each resource area· (lane!,. 
·oceans and water.) are badly fragmented. For· example,, 
wa-ter resources policy pla·nning and construction· 
responsibilities. are as·signed to three operating· 
agencies .. and the Wa.ter Resources Council .•. 

~ay•s, problems will intensify in. the future· 
with increasing population, economic growth,. and 
increas-ing.:demand foroutdoor recreation. 

Unclear assignment of res'PC!nsibilities leads t.o 
interagency competition, duplication of skills, and 
failure to take advantage· of economies of scale • 

YnteriorandNOAA have several areas of contested 
jurisdiction. and overlap, including hydrology, marine 
biology, Jnapping and charting,, and deep sea mining .• 
Despite numerous coordinating committees, the .problems: 
remain •. 

Ynterior. and the Fore~t Service manage public lane! 
for. the same-multiple purposes. Yet each bas its 
own exper.ts, investment levels, f.ield structure, 
and systems· for dealing with the public, including 
timber, cattle· and recreation industries. 

'l'he three water· development agencies independently 
pursue their own. proj·ect· planning studies to support 
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~:;.~::. -........ --­
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---···----· 
•&,. : 
~ ....... 
-~~- p~ 1 ••. their own construction pr09ram· levels.. ~is causes 

wmecessary expense·, .. poorly conceived projects:, 
~ .. ~-

.. . :;. ; . 

,. 
·. 
' 

. : i 

.· ~d: extra. pressure· from: hopeful bel'leficiaries. 

. - All the -,matural resource agencies have research ana·. 

. - . 
. ~---- data programs but there is no. central: clearinghouse·, 
~:~malting it difficult· for. agenc1es and' the public 11:0 -.c. 
~~---· ~a:te· advantage of· each other's. knowledge.. j -- .. 

~~~- Ynconslstent regulations and procedures 11Rake it 
di-fficult,. time-consuming, costly,. and confusing 
for natural resources. users.. · 

-1 . 
~ill(\1:\;_. ~ 
: '~:\\No.4-~ ~-C:.. . 

•· 

; :~~~~::~~~ 
: ~~-·~w.~ ~. •. 
'~ .. ~.1t., v.A- Xnterior and· the Forest Service, both' mana1gi~g · . tJV-4-\·~wa'-'fl~~ similar public lands, have different regu at1ons 

--

'• 
!·• 

~l'f\~~- for permits, fees, accounting. methods, recreational 
1&;\.t· ~\IJ. ~·~· usage and environmental· regulation.. 'l'his situation 

is pa:rticularly troublesome when, the two agencies 
have adjacent or intermingled land, and· users seek: 
permits. for grazing, access roads or other uses· 
that cross jurisdictions. ' 

Responsibility· for management of the OUter Continental 
Shelf· is vested" in Interior.. NOAA bas- most other . 
ocean-related responsibilities· and- expertise, such<· 
as· oceanography, fishery regulation. and coastal zone' 
planning. 'l'his division of: closely· related programs 
causes: duplication, confusion: for developers and 
environmental groups, and. fa-ils to take full: 
ad.vantage of complementary skills. 

r .. • ~ B. 
Princi al Al terni£1ve•: ·~re. ·a~tment ~f .Nat~r~l ttesources ·ct 

i: .: 
t-: . ... . . .. .. -

.... ; 
-; 

··: 

~ 
- • - ;."!!!!t·-=---

~uilt on a reorganized Interior, ·a n:~··;~uia incorporate 
t.he- Forest Service·, NOAA, the Soil and Snow Surveys of t.he· Soil 

l nservation Service·v the Water ttesources Council, and the · 
ter planni.n g. functions of the Soil Conservat'ion Service and i;he_, 
rpsof Engineers •. Xf t.he Forest Service is not included in the 

package, our principal Congressional supporters• would' withdraw 
t.heir :ctive· support. DNR would' be responsible· formanagingt.he· 
NationS· natural resources and ensuring their protection and' wise 
use •. ·.Once consolidated in a si~gle department, these· programs 
would be real~gnedintomajor program components as tollowsa ------.---"" . . . . . . .. -:-·-· . -

., NOAA (Conunerce) and Outer Continental Shelf (Interior): 
•· 

In the new 1)epartment·, a Jnajor component including NOAA 
and· the oceanic programs of. Interior would be created, 
giving these functions higher priority and eliminating, 

· .. ~~- . dupli'cation. 
-~~.....,~ 

-~~-~~-· I 
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•?:est Service· ·Oigrieulturel ano!' Bureau t>f Lam! 

.•. -~~:. Management (Interior): 'l'he experience· and prolea-· . 
- \1fii.:~~<-· sional staff of the Forest· Servfce make' it 'the f'-' 

.~.::-:*·~-- premier multipl'e use land. management agency. in: E 
· ~ the· Federal Government.. Within the new J)epart.ment.,. ~'-
. ~· · · the: Forest· Service· voulil: provide. the base for t.his --

component. anc!'l over t.ime, woulc! absorb the Bureau. 
of Lane! Management. 

:_ Geological' Survey :(l:nteriorl· and· Soil. and Snow- .. 
Surveys (A9:riculture): Most of the· resource agencies 
4J8ther information ana. do research·.· '!!'heir data anc:! 
research findlngs. are often in c!l:ifferent .formats anc! 
difficult for States and' other agencies; to use. By· 
loca.ting> these support programs in a sc:!ence and 
minerals, component of DNR, t.heycan be made· more useful. 

Wational Park Service, Fish and Wildll"fe·. Servlce,. 
Heritage· Conservation end Recreation Service {Interiorl: 
Within DNR,. the National Park Service, Fish and Wildlife 
Service,. and Beri.tage Conservation Service would be 
grouped together, permitting maximum efficiency iD 
program delivery. 

~-~~~: ' . Water 'Resources Council·,.· 2arts of t.he Corps: of ·· 
- - : En~ineers (Defense-}, parts of the Soil Conservation 
----·-- Service (Agrfcul.ture) and Bureau of Reclamation (Interio 

Water resources problems are being addressed by the 
water policy reforms. However, these policy c3irectives:. 
can be more effectively and pennanently implemented 
with accompanying: organization improvements •. 

)\ 
'!flo. accomplish this, 6ption 1 would transfe.r to ana· 
consolicSa.te in DNlt the Water Resources. Council and the· 
policy, planning and bud.geting functions of t.he three 
water c3evelopment agencies. Detailed project. cSe.sign ancll 
construction functions of the Bureau of Reclamation- anc! 
Soil Conservation Service would be transferred to and 
consolidated in t;he Corps, Which would'. become· the 
government:' s water project- construction •r'J!l·. 
Thls step wou1c! redefine- the ·missi.on · of'"-tbe Corps 0 1 

making it essentially a construction agency capable· 
~; ; ~· ~~ .J\.14;.cfllAJ.k. . of performing work- for 'DNR""and~ther Feaera~~ a·gericies:-

'-t.n p-:......~ · 'l'he DNR woulo! pt.; :J Ld;st ·for · 
'.-u\;~\\"" ~ · · a.ll water evelopment activities.;. ...asM:-£he Corps would·-· 

·- ·:.-:lo 0\'n~~\ · · · · act as: construction agent. under strong. policy and 
~. :~~ .,_ · · -~ review controls··. 'l'he Corps would' bave· an 1ncrease4 

design and construction. capability to under-
take assignments for other agencies:~ Separating .. 

:. ~: . 
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project planning from construction· would: qreatly reduce· 
the· incentive· to . • plans to support a: constructi~n. . a .... prog4am. ·. some· inefficiencies· may result frOI#! 

._.. -~~~ separati.Dg p and'• c~nstruc:tion func~ions, i:.here ffDul! 
· ·-.. .:t.·-~> .··be· net personnel sav:..ngs. of· $38 mill1on annually.~ 

. ;, .... _About 3,.ooo:_pl woulc! transfer from the Corps to; DHR 
· ana·• about 6,000. ion anc!. Soil Conservation construe· 

-----· ion: personnel. uansfer to, the Corps. 

·budget, planning· and' pOlicy· oversigl 
maintenance activities for water 
., the Corps would continue the day-tc 

....... ,.. ... ,.. ion of its projects· (under DNR 
·· would operate and mainta·in curren1 

is• arrang.ement would be· subject to 
develops experience· in this area • 

.. ......... u~· for handling wa.ter resources. 
· consolidate in: J)NR all a& 

rl"''r"•' civil: works, Bureau of Reclamation·, 
Wa·tersheds, and: Water Resources 

'1"\~.'"'~~t·R• stronger executive direction aliCS 
.;... t.his option would: impair the 1

' 

anc!' mobilization capacity anc!' 
alternate missions .• 

.• 

be insti.tuted with either Opti~ 
t.o transfer the Corps· of Engineers'~ 

(
. \:... __ . _.. • on policy functions to the :· 

... :~~"~ tation.. 'l'hus,. OOT would have· compre-
~:. ~l~~M ~"-)a'j planning.. sub-option, however, 
•· ~~. · · · water • requires further 
~~-.-~,~~ ~~~~~~~~~~~~~~~ 
/ .:~~·~ stren9theD' the wa,ter' Resources Counctl 
-:1 ~. U>\.Ji.~\v,_. ependent and full-time chairman and 
:~'. ·~~~~~ .. to. .:.£~ d agency for water pol icy. 11'he strengthenl . . -,r.-r.~~ · JCeso·urjcelvCouncil would' provide policy leadership,. 
~.:.' ~?MOi.\a~l.\~ ew o·f projects, coordination with States, 
~-.. ~-boT ~4 . OMB on budget proposa.Ia:. 'l'his option creates 
~;:. -~N9\ ... ~~. ganizational change· and' offers. some il'Oprove&S 
·. · : f\"'~ .... - .. ~-. of' water resources programs. In the past, 

. ; "''"'r.r.s·u~a~ .... , interagency coordinating groups have not been 
ive. ,~~~~--

.....t.:...-G~f!" t.he new Department· is creat~d,[~omp;:bensiv~1~:;anic act 
WOJ.W.G...IIIe~ to·complete the reorganization and define the· mission 
o the new. Department:. '\\'Exhibit III graphically depicts the· . 
resource and manpower· transfers for a nepartment of Natural Resou l . 

. . ~· .... 
... 

•· ·. 

' . 
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DEPARTMENT OF 
AGRICULTURE 

82,300 . 

CORPS OF 
ENGINEERS . 

29,000 (civil):· 

. fY 1979 ESTIMATES 

BO!>GE'l' AO'l'HORI'l'Y BY BOURc:E·. 

-(fltm:tons) 

USFS · 
$1,824' 

DEPARTMENT OF 
INTERIOR DEPARTMENT OF C()1MERCE 

$2,.524: 
$4',565 

PER."iANENT POSITIONS BY SOURCE 

scs: 31 
2,322 

USFS 261 
21,325 

DEPARlMENT OF 
INTERIOR 

54,850 

DNR 
90,142 

NOAA· 
421: 

12,540 

DEPARTMENT OF 
CM\ERCE 

29.600• 

SAYIP'GS· 
Sl~l 

.:.;.: 

j 

WATER RESOURCES 
COUNCIL 

$60 

SAVINGS" 
3,700. 

tJ ...... 1 .. ·•·· .. , 
WATER AESOIJR( 

COUNCIL 
lOS 
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~ •· Advantages of ·mnt · . 

... 
; _.;. ·· 'l'be: functions can; · ·performed' at 1:he· same levels· vii:.h 

~~~~~:an. es~imated' l'avi.D s· of $151 million~ and 3·, 700 positif&s: 
. . . :. .. (obta1.ned over . ·. yearsl. 'l'hese savings result ~ 
~. ~ ~~-from merg.ing similar functions, .. streamlining internal~ 
~ !~\ , 

11
, \. "'- ___ organization.,. unifying field systems, ~proviDg - ....--

~ .~-=»Y\N.'- Nl '~ service det·tvery, and abolishing or curtailing. u.n-

r. : 

- . 
' -

' . 

.. 

t'--~· >· necessary programs. 

Services will be::c!.elivered faster and·• better• 
Commercial firms• interes.ted in oil and: gas leasing 
on. the Outer Cont·inental. Shelf or public lands will. 
benefit from• •~ unified. re9ulatory s.tructure· and fa.ster 
decisiomnaking process.. Recrea.tion users• will have: 
easier access. to· information. and special interpretive. 
services• Grazing,. timbering, tourism,. and fishery 
interests·, permit seekers, and Sta.te and: local goverD­
ments·will have a~ simpler relationship with the 
Federal Government, dealing with only one agency, 
rather t.han two or more. Environmentalists: and 
conservationists will have easier access t:.o Federal 
policymaking~ as well. Faster· rulemakinCJ and consistent 
regulations for endangered species. will benefit both 
conservation and commercial interests:. Better. coordiD- · 
ated data collection and consolidated ma·pping and 
chart·ing services will make better data available to 
public and commercial users, at lower cost • 

:.:: A·, uniform d·a ta collection system and exchange of 
research results: will provide abetter. basis for 
infor:med decis,ionmaking • 

.. . ,. 
-~ f ;· 

. . ~ 

':· 

·~. 

• , Policy and: case decisions will be balanced bett.er in: an 
institution having an overview· of all resource areas ana~ 
a broad: consti.tuency spanning both· development anc! 
preservation perspectives. 

=Vntaes 
·\\\•:".J\.~()..·.Jtuc..-\...~c....o\.,~'« l~~~-- ~(..¥\~. (.(/\'\~ 
·~. ,v.J.ew ~~~c.A-..1 4~/ ~~t-o'j~dltNl! ~~~ l~ 
_""f[>lU~!~~ D~Ja~e. ~~/.AC.4\,~~J.hth\. +y/)4 J.u~ . 
. 1~, h\GQ:~ 0 ~. ·O~J~$L ~ ~~~~~ ~·. ~ ~ A:l 

. ; C.\..~&;.~~.,:~~'), (,.1.1~~ ~ r~t'l~ .d .. -
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(al · Department of ~gricul ture and ~enewable· 
·'Resources --

8' 

'J.'hisoptionvoulCl:consolidate. OS1)A's land anc! 
water functions:, primarily the Forest Service and Soil 
Conservation Service,. with public land management., 
wa.ter resources, and ocean fisheries from other Depart­
ments. Consolidating in Agriculture would appear to 
give a greater productionernphasis to. resource manage­
ment. For example, development, marketing and use of 
fish as a food source would become a- primary focus· of 
the ocean fisheries. program. Merging the Bureau of 
Land Management and the Forest Service would solve the 
problems associated with having. two separat'e land 
JDanagement agencies and build on the Forest Service, 
t.he stronger of t.he· two units. Agriculture has 
experience both in managing: public lands and assisting 
private· owners-with private land management. Interior 
bas. experience· with public. land only. On the other bana·~ 
public lands are managed for many uses other than the 
production of food and. fiber emphasized by Agriculture.: 
Federal responsibility for those other uses, such as 
recreation, mineral development and' management of 

f.ish and' wildlife, would remain in Xnterior and 
continue the fragmentation in t.hese areas. 

O:»l · 7mproved Coordina'tion Without Major Realisrunent -· 
'l'his option would retain the· existing structure 

and establisba.Ratural Resources• Council, or individual 
councils for land., water,. and oceans to develop policy 
and' coordinate actions.. 'l'bis option. would avoid dis­
ruption but would crea,te: additional. layers of govern-· 
ment, especially in the Executive Office. Accountabilit 
would be confused, and previous results with. this t~pe 
of approach. have been poor •. 

(cl Department o·f Natural l'esources and Environment -

'l'his option would join most natural resource 
management programs, plus environmental regulatory 
programs of the Environmental Protection Agency (EPA). 
It is not feasible because EPA's jurisdiction goes 
well beyond resourcemanagement to include regulatiozt 
of many other areas, such as urban and industrial wa.ste: 
EPA is increasingly oriented toward public health. 
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. ~- _ ·(dl ·Department of Oceans and l\t.mosphere -

. -\~~:..-. - A.- J)epartment of Oceans and. ~t.mosphere, vou14 be • ,l-- .· respo. nsible, for. oceans, .~nd coastal and tl.taospheric __ }; 
·>-T~-- affairs; and would consol1date the- bulk of the progr~ 

assOc:iated' with· those activities (except for military··· 
program$,). ~-.. Department would include the National 
Oceanic and Atmospheric Administra.tion (NOAAl· and -~' 
Mai::i~time· Administration from Commerce and the U·.S. Coast 
Guard from· 'J.'ransportation. 'the option~ would recognize' 
the growing importance of' the-oceans and ocean resources 
t.o· the Nation.. Xt would.· also improve coordination amo~9-
Federal activities relating to; the oceans. However,. 

· the Department addresses only a part of the· total natural 
resource issue and would leave other fragmented resource 
areas unaddressed. 

Agency Comments 

COINDerce believes DNR should not be created unless it bas 
a clearer policy focus. Xt states tha't t.he concept fails to view •· 
the affected programs. as, economic. and social issues as well a~ ---~ 
natural. resource issues.particularly NOAA's fisheries programs •. 
Commerce further believes- that NOAA is,orkingwell at COmmerce 
and that DNRwill. be primarily a. land: and' water use agency ana, 
therefore, not a good home for NOAA •. 

'· I Finally,. Commerce believes that the ·benefits.- which in its 
;~ \ , ~ view cannot be obtained without consolidating policy author. ities 
~ Uot"'-'tAoco [rncluding regulatory program!J-- will be outweighed by the 
:· ~~~~rsts in program disruption and controversy. 

~.:. ~~. t'. tl M !rmx. addresse.s only the water. development options and favors 
~··~ · '-«)\.~~ Option. 3, a· streng.thened ~ater Res'?urc~s Council. It believes 
~- .. ~~ that w1tb strong leadersh1.p, coord1nat1on could work and t.bat 
:: ~~! it. would be a less costly alternative. kmy believes that t.he 
~· s"b~ ~ recommended option would. jeopardize politically the implement&­
\ t:~c~.;.... tion· of other water policy reforms1 that. the loss of planni.Dg 
} '-~ and policy functions would cripple the Corps, particularly: h 
·. ~WG.M\. giving military support during times. of emergency, ana~· in 
-~ I ' -\ recruitingJ and that the change would result in delays anc! 
:~ . increased·. project costs. Some argue that separating water 
·: . . r.esource pla·.·nning tro11 construction t.u~c-tions means that. the 
.·: planners may be out of touch with the construction personnel. 
, 'l'be· Corps may have to redevelop a planning capacitx to link 
·- planning and construction and maintain the skill to discbar9e 

regulatory responsibilities. 
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·CEQ. supports . DNR anc! believes ~· r resources 
recommendation ts~ rtieularly blportanl. bo in solving~ current 

~· pro~ems. ana:· .in pr i-c!iDg the. Corps &• ne · 111 as ·em. CEQ believ~s:: 
(tltba~·t>NR sboul«!' ba clear· authority to· e . wi b private: la* A 

. use~.:prot~ction and onservation issues:- t.h t a · ife. Sci~cea~---­
. Ce~r·~ should'. · formed to· provide· sc ntif1: opinion on · 

~ -.t.\;P,~~:·.: · ecoToiical issues;: t the Corps Davigati al t.r nsportatiOD . 
~~~ · 'functions should be nsferred i:O DOT;. and t.hat E ergy Depart-
.:~~~ . : ment. responsibilities r r~lating energy mineral : leasing. 

1 ...... -
;. 

.. . 
. ~' . 

••• . .. 
. : '" .. . .... -

t 
: 

•· ,. 
• 
I •· 

' 
. 

.. ; 

;. 

activities. should. be: a, p rt of DNRo CEQ also· sugges s. that two· 
4'isadvantages. of DNR be ised: tl): having i:wo -o agencies 

~ili!P-9-iliii!I!!!!MDI!Iadl;l!N.I" it!lf-. enco a.ges creative competitioll aitd:· leads: i:o· 
:be ter public information and· (2) one agency may not: be able 

o bal'~ce policies: !'Pd resolve conflicts regan~·ing use of 
natural resourceSJ }'egotiation among, Cabinet level officials 
may produce a better result. · 

" ~ustice· supports. DNJt,, but believes t.bat ~he water resources 
option. will not give DNR sufficient control over the Corps, in 
view of. its close relations.with t.he Public Works. CoJI'D'l\ittees. 
Xt also warns t.hat BLM' should. not be allowed to down-grade the 
Forest Service professionalism. · 

'J'ransportation.favorsnt.be· transfer of the Corps' DavigatioD 
and transportation,policy functions. to· DOT. 

J.griculture· believes t.bat· t.he Forest Service and BL..t.t "houltl: 
be colnbinec5 anc5 that a. new: agency s·hould be bui.lt around~ the 

· Forest Service·. Some arque· tha.t· separating. the Forest Service 
from Agriculture would' break links between t.he agencies and force; 
some farmers. to deal with an extra department. Agriculture· 
supports the portion of the recommended water resources option 
t.hat would merge water policy and planning functions, but opposes 
the portion that would merge construction functions in the Corps • 

Energi supports natural resources consolidation, but believE 
that inana.geroent of non-renewable· resources on public lands shoulc 
be g1venmore attention, that OUter Continental Shelf leasiDg 
and regulatory functions should be streamlined, and t.hat Energy 
andotberagencies:sbould continue to be involved in water 
resource· decisions. 
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• r · p"teri"or· strongly supports:. the·DNR concept and. most of· 
~e·: .:.commendations·. However. Interior believes that wa.ter 
resources.: Option, 2·:- moving. t:o E>NR all planning,. budgeting, & 
const.r:uction, operation. and maintenance fUnctions of the Corps~ · 
and. sfJil Conservation· Service ;.._. ehoulci be recommended·. . ~ 
~nterior believes. t.hi.s;. option would be· most· efficient and woula-" 
not aff.ect adversely the Corps • aili ta.ry functions like CEO•·· 
~nterior believes: 'that. the Energy mineral leasing regulatory· 
£unctions ·should' become a part· of· DNlt. •· 

~"··~ ~ 

Should' a~ partment of Natural aes.ources 
be· created lJ:aelHcli:ft9 ·•11 o~: lnter.io~, the 
~orest· Seryice,· NOM,. ~d the soi.l and Snow 
Surveys. of· theSoU ConseJ;Yation Service? 

------·yes, include: all recornn~ended programs 

· _. ·_·_·_:._:_: _: _. _. __ yes:, but- do·. Dot·· incluc!e- Forest· Service·­

yes·, but do not include NOAA . ------
---· -· -· -- DO• 

(2l If you· have chosen to create DNR, how shoulc!; 
water resources· be handled?' 

Option· 1: ·save DNRplan, budget, and develop 
policy for water development including the water 
resources council fun tionsJ._(esake the Corps the 
construc~ion agent{' . · · ~elevant portions 
of t.heSoil Conservat on Serv1ceand Bureau of 
R~_cl;tiOA• . ~ . \. \\v Ln •• 
f - -T 

OR 

Option 2: Consolidate in DNR all Corps civil works 
Soil Conservation Service"\ small watershed, and the 
~ate; Resources Counc~ ~-

/ J' 

OR 

O~ion 3: Strengthen the WateJ: Re~ources Counci 

jf:~Ji~~:··-~~·~~'· ... ~~4~-~ _!.of'_._~ 
. -
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General economic policies are too broad to- address 
subnational. problems without causing difficulties. 
Nor do outright cash transfer-s· provide a· lonc;-tez:mc 
solution.,. since they generally fail to af.fect. t.be· 
underlying. causes of_ distress. and thus increase local 
dependenceon,t.he·Federal Government. · 

What is needed• instead·,. as reflected in your urban 
message and elsewhere, is an integr·ated development 
approach aimed'. at strengthening the long-term· social 
and economic· base and encourag.ing private job creation' 
in· local• areas • 

!'o 1:H! effective,. such an approach requires: · 

o· 

0 

~he harnessing of a critical. mass of' the 
limited resources available;· 

tthe integrated use of a variety of development 
tools, especially bu-siness assistance., public 
facilities,, planning, and housing; 

Streamlined program delivery and the capacity 
for timely deci.sions;· 

-rhe effective involvement of different. levels 
of government and the private sectorJ 

A policy ana· program mechanism·- broad enough · 
to take account of the increasing interdepen­
dence of urban and·. rural areas; and: 

A solid: analytical capaci t.y t"o identify problems' 
and formulate adequate responses • 
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Programs and' resources are severely fragmented;.. 

Economic development. assistance is splintered among: 
tenprog:axrs: in five. different agencies (Economic 
Developmsnt Administration (EDAh Department of. 
Sousing and Orban Development (HUt))_;. Fa·rmers: Home 
Administration: (FmHA); Small Business Administration 
(SBAl: and community Services Administration (CSA)). 
'l'he· proposed· Rational. Development Bankwouldcreate 

General communi.ty· faeil i ties assistance- is scattered 
amoung four agencies- (HOD, FmHA, EDA· and EPAl and 
the· 'l'itle VRe:gional Commissions. 

Nine programs. in three agencies (BUD, EDA and FmBA) 
and the 'l'itleV Regional Commissions provide· funds 
for development planning. 

'l'he long•term economic development programs have 
no ef.fective links;. with employll'ent and training~ 
prog~ams t:bat are preparing; people for.· jobs: •.. 

Program· procedures conflict •. 

Each of: these many· programs has its own funding 
cycle·,. its own: planning, requirements, its own 
e'li9ibility standards., and its• own application· 
process,. making coordinated. use of Federal tools 
difficult •. 

Delivery systems diverge widelx. 

For example, EDA. relies on six re9ional offices: 
and a: network of •development distric.ts. • 

HUD bas 10 regional offices, 40. area offices, .. 
37 insurin9 offices and ei.gbt valuation stations. 

'l'he Title. V Regional COmmissions rely on the States 
for· de.velopment planning and prograrnmin9, while, HUD 
an_d' EDA la-rgely· bypass the States. 

The FmHA bas 42 State offices. and 2,445 county o.ffices • 
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- fte current structure has. DO' consistent organi%iDg> · .t~:.·~ .. ~.2:: principle.. Agency responsibilities. are split along: B 
If.. both geographical and functional lines· so that . ~· 
~··~ .. · Cabinet: secretaries frequently lack program authori~ 

to: carry out their responsibilities, and' no cabinet 
official bas the authority or responsibility to• 
dev:ise·and·carry out overall subnational development 
policies •. 

For example, although USDA has:: the rural development · 
lead:,. 75, percent of rural. development. grant ·funds 
are in BOD and: Conunerce.. Commerce, which: has major 
economic. development responsibilities,. spends most 
of its EDA f,unds on. public facilities, while BtJD, 
which has major community facilities respons.ibilities, 
spends more on economic development. projects through 
its UDAG .. and CDBG programs (10 percent of which goes 
for economic development.) than all. of EDA. 

'!'his fragmen.tation causes major administrative ana·. 
programmatic problems., incl uC!ing: . 

0 

0. 

Confusion ana· excess,ive administrative burden and: 
cost· at the Sta·te: and .. local level. Each program ' 
has its own sepa·rate regulations., requirements:, 
and manag,ement procedures.. '!'his causes tremendous:· 
confusion at the local level. Sma·ll cities. "ana· 
rural areas, in particular,, complain that only cities 
with extensive grantsmanship. operations can sort 
out the maze· anc! get adequate. development funding • 

Limited ability to involve t.he private sector. lfhe· 
number of agencies. and procedures. to, be followetl 
for packaging. complex projects results in long Ieac! 
times befor.e projects can get underway. Private 
investors~ often cannot afford to wacit. One agency's 
refusal can j.eopardize the project,, making businesses 
reluctant. t.o, get •tied up•· in g,overnment red' tape. 

Iileffici.ent use of Federal eersonnel and resources. 
bppor.tunities to. save adminl.strative costs, and usi 
more effectively scarce technical talents now spread 
among· the agencies are being lost. In fact., there 
is a trend toward further entrenclunent of. the waste 
and overlap. Three agencies are expanding: staffs 
to conduc.t simila·r economic developmen.t functions 
(FmHA, BUD,. and EDAl, and a fourth. is about to be, 
created (The National Development Bank). ED~ is 
hir.ing, urban specialists f'rom HUD. Meanwhile, HUD 
EDA, and. FmHAare reviewing plans and applications 
from the same conununi.ties, often for the same project 
and·whilecoordination to minimize this overlap 
is· be.ing underta~en, it is very costly and' wasteful. 
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~- tJnnecessary· rigidlty in the, system:· lack of 
~- . ~,.·._-~_-::;: ___ :·~-· llexibilit~ to respond to local needs; and· 

~-- · opportunit1esr inability to J>C?Ol and focus . -~ 
..i . ..~~c. limited. funds effe.ctively to 1.mplement nationat

1
· 

policy.. Each: categorical program has. a slight y­
Gifferent viewpoint. and set of requirements·. t:.bat 
must be met· •. Each: community must a.ttempt to ta·ilor 
its strategy to react tothechanging.mix of often 
narrow and: ·not. always .. consistent. ag,ency viewpoints 
and corresponding funding levels·. Each pr.ogram bas 
slightly different: targeting criteria determining . 
whichcommunities- or· parts of communities· can receive 
funds •. 

..... 

•·· 

.. 

B. 

Lack of policy focus and. direction.. Fragmented 
programs and agency responsibilities:. Jr,ake. it difficult 
to; devise· and implement. coherent national policies. 
No. one· agency can. formulate development s.trateg.ies 
that: balance the needs of communities of different· 
sizes or set priorities among different types. of tools-.; 

Difficulties: in comparing and evaluating t.he 
effectiveness of different appr-oaches. because· of 
wide variations. in data colle.ction and interpretation 
among progr.ams. and' agencies •. · No agency can evaluate 
thetotal.iJnpactof development assistance programs. 

Gaps and overlaps in geo9raphic coverage· resulting 
from. the wiaeiydifferent aefinit·ions of urban and. 
rural used' in di.fferent. programs and· the presence, 
of three different agencies (HUJ),. EDA and FmHAl 
providing: virtually identical kinds· of assistance ~· 
smaller communities. With lines of demarcation so 
blurred (becauseof the haziness of the underlying 
demographicdistinctions) and the responsibilities 
so confused·, some· types of communi ties find themselves 
••nt~ (rom agency t~· agency_ to 9!t- the _!id they ne!ildeo- _ 

Exhibits IV, V, .. and· VI describe the programs and· de.pict 
the organizational fragmentation. 

Princioal Al ternat.ives: 

Option 1. A Department of Development ~ssistance· 
Ji:>DAl an'd program consolidations that would streamline 
Federal development ass1stan.ce. The: organizational 
and. programmatic changes are highly interrelated since 
the major· pr.ogram reforms are: not possible wi tbout. · 
program· transfers. 
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Organi.zational cbatSes: 1!'he· central concept· · 
underlying.DDA is e need; to bring into a 
single· organization· a· core of development• 
tools, aimed a.t: improving. the: long-term economic· 
hea·lth• and· vitality of· local areas. ·~a­
concept builds on. two premises·: first,. that. 
an: effective· development· approach: requires. 
the coordinated,. use of a· variety of tools· 
since· business: location decisions- are· affected: 
by far more t.han• the availability of only .• :-. 
business assistance, and seco1 . .i, that the 
interdependence among urban: and rural areas 
requires an organ-ization· tha.t. addresses the 
needs; of all types and sizes· of places within 
a unified framework while still allowing. for 
program variations~ geared· to local needs< ana. 
capabilities. 

~· achieve: this:,, the· DDA would absorb the 
followi.Dg;Federal program-responsibilities: 

Current· Ag.encx 

Agriculture' 

Colni'Derce 

CSA 

BUD 

SBA 

National Development 
Bank (proposed). 

Programs 

Conununi ty and economic 
development.programs (non­
farm and non-housing) of 
the- Farmers Rome 
Administration 

Economic Development 
Administration.Title V 
Reg.ional CoJlUllissions 

Community Economic 
Development Program. 

All prog_rams 

501 and~ 502. programs 
(loans to State and local 
development companies) 

All 
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ti'J" • ftl,.., 

'f' 
•-!h_ese chang•s: woulc!1 group. the major Federal economi 
~evelopment,, community development anc!' development 

· ·5;,;"planning· programs, as· well as many of t.he bousiDg 
~--»rograms, hone place. 

So constituted·, the· DDA would become the central focus 
of .. Federal ef.forts. to. encourage· t.be long; t.erm viabili'ty 
of: States, regions,. anc! local: areas of all sizes.. %t 
would become the·· principal. Cabinet advocate of balanced 
subnational development. 

-~; :···- ·. Within~ the Department,. economic: development would· be· 

.:_· ~---'\\'\~ .. y·.~; .. .): . , ~- organi_ za·tiona. •lly distinct 0 f-rom housi-ng i!-nd co~unity . 0 

-~· • . toN\ ~.,- development.,. t.hus preservl.n~> its em ~as1s: on ob creat1 
.. -~- . ~ ~-~· .'l'he Department would establ1sh org·an1zat1ona representa-
~- ~ -.·_ . _ ~, . t.ion·. for urban and· rural responsibilities. and provide 
,_ ~- .· ~-. . • for_.·· t.h_ e: special .. delivery system needs of. small towns and 
- ~~~~"'· rural areas • 

... ~j.,· W\~\...tJl- EXhibit VII depicts t.he transfer of' resources and 
-1 ~- · · personnel .in this option. Exhibit· VIII depicts the 

. - simplified· delivery of Federal development assistance 
under this; option •. 
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• Programmatic Changes.. 'l'he t>epartioent. ·of . 
Development Assistance would. make possible program 
changes to:belp solve the problems caused by the_current 
fragmentation. Many of these· program: changes would 
require separa.te legislation: and could be pursued 
simultaneously with the creation of the DDA or be pha:secl 
in over· a period of; time. 

Consolidated' Economic t>evelopment Assistance Program: 
•· 

Combine 11 individual. economic' development grant and' 
loan programs. into: 

(1). a consolidated'· economic development grant program 
(EDA- 'l'itle I, IV, IX, Sees. 301 and. 304; BUD UDAG.J 
FrnHA Industrial· Development grants; National. 
t>evelopmentBank grant&)J 

(2) a consolidated economic development loan program 
building on t.he proposed National Development Banlc.. 
(National Development Bank credit programs; EDA 
Title II Business. loans; FmHA Business and· Industry 
loan guarantee program;. SBA. 501 and· 502 loans. to 
State and local deve.lopment.. corporations). 

Both of these· would be discretionary programs· and " 
would' be administered by an expanded Economic Development 
Administration within the Department of Development . 
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Ass-istance;.. Separa.te urban anc! rural: pots. voul&! 
be' providec!''•. '!l'he consolidated· prOgram COUld be: . 
introduced as. the: Administration 8s· EDA reaut.horiza-W 
tion; bill,. which. comes up ~s year. . .. ···- -· j 

. Planning a:ssista:nce ua: Planning Requirements 

Replace the· seven existing. development planniDg 
ass,istance programs wi~ a single, program t.hat wou1a· 
fund· an integrated development priority-se.tting process 
Exis.ting planning requirements of: the- programs~ within· 
theDDA, asvell.asof some: programs. left outside· it 
(e·. 9• , transport.ation., EPA water and: sewer, and employ• 

snent. -.nd training) would' t.hen be changed to respond' 
to: these priorities and to reduce overlapping plan.n.i.Dg 
r:equirementa •. 

Rural De-velopment. 

;-... 
Create· a unified, flexible· and· more· eff.icient rural 
community facilities prog-ram by merging four existing.':. 
programs into two: -

. 
• 
•.. 
• 

-

. . . ..... 
; . 

•· One for rural community development loans (!'mBA 
water ana· waste disposal·and community facilities 
loans),. and'. 

0
' one for rural community development grants (FmJIA_ 

wa.ter and: waste disposal grants.,. and Community 
Development Small Cities Grants} • 

!'he· two· programs would be administerea by a- rural 
community development. unit~at would form part of 
the· core of the· DDA. · 

11ousin9· Simplification·: 

Work with H'OD-, the Veterans Administration, and FmKA 
to; streamline a-pplication forms, appraisal proced.ures, 
anc!: related requirements in the housing programs. 
administered by these· three ~gencies •. · 

Laborf.Economic Development· Link!: 

Create a· system .of links between the Fed'eral employmen 
and. training.programs.and.Federaldevelopment assist­
ance,programs • 
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·~-~ages ant!- nisac!vant.aqes-..... ,-~~--
.- :i\: .. ~· Equipping a single· Cabinet !)apartment yi th a: 
· ,.;- critical core of development tools and P.re>grams 

. - will help upgrade- economic deyelopment as a. focus 

. . •· fll .. 

··' 

of· Federal policy anc! improve C!evelopment pa.rt.nerships 
with State anc5 local g,overnments- -

•' Lo.:a ting urban and: rural development- prograJI}S 121: • 
single· depa-rtment will reduce- gaps and inequities. ana~ 
permit oe· establishment of' coherent and balancac! 
Federa-l development policy while preservin9 the· 
possibility of- varia-tions in urban •nd rur•l develoP"'" 
ment programming •. 

•· By providing •one-stop· shopping.• for a basic core 
of: Federal development assistance, this- option will 
improve program coordination and permit signi~icant 
prog-ram; consolidation. %t will also impr.ove- Federal -
responsiveness to local strategies. 

•' This alternatiVe! would simplify t.he Federa-l plannin9 
assistance programs: and more· ~loselytie t.h~;to 
development funding decisions. _ 

• By clarifying authorities and' responsibilities for 
Federal development assistance, t.his option would· ~alte: 
Federal. development efforts more understandable •zu!· 
accountable. 

• Federal-level consolidation will bel.p reduce fragmenta­
tion at. State and. local levels. 

:-

•, The' structural ohange will permit prog,ra.m re.forms; t:C, .. 
create-consolic!ateddevelopment loan and ~rant programs, 
simplified' planning prog.rams and. a' streamlined ... ; . : 
rural community facilities: program compar-ble,, to· the' 
existing urban program •. 

•-- While permitting better use of program' monies, t.his 
proposal, will reduce adminis,trative costs: at Federal, 
State and, local levels and make better use of scarce, 
J'ederal and' local, technical staffs. Federa.l sa:vings­
annually will be: approximately $43 million~ State anc!' 
local savings can total ,approximately JOpercent o( t.he 
current administrative costs, of these, programs •. 
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*'..c • ~his· option will strengthen- t.he.·· analyti-cal. foundationc 
p: . for· subnational. development. decisions and·: crea.te t:ht. 

""'t?I{~~ --- capacity to anticipate· .development problems .. ana. J..· 
~-- opportunities. in advance. · ; . _ 

.. 
For. the· rirat time· an• integra.tec!· approach will be 
possible J;,y; the· Federal Government~ for •adjustment 
problems.•· ranging: from base· closings> to· trade adj.~st-· 
ment~ to «!isaster· recovexy.. -

'.l'his option will facilitate· the· use of' housing. 
programs as, an. integral part. of development programs •. 

. 
l)isadvantages of the proposal are included in the· a9encycomments .. 

. ···.- ·-
Option 2': Consolidate· Economic Development Programs 'in 
Commerce Leavini Community Development tn HOD and USDA. 

~his alternative would make. a· sharp division between 
economic development. programs and· community development 
and' housing programs·. Xt is· based on the presumption 
thateconomicdevelopmentandcommunity development are 
really different and that· economic development: must be 
closely· associated' with .. the- trade, information·, anc! 
sectoral ana·lysi:s> functions' in the Commerce Department. 
It would: group the major economic development programs. · 
·together in EDA in Commerce, and leave the community· 
development, anc!'housing; programs; in HOJ),and FmHA. 

Organi%ational Changes 

'!'he• expanded· 'Department of Commerce ana Economic. 
Development woulc! absorb the following. Federal 
program responsibilities: .. 

Currentl'geney 

Commerce; 

BUD 

Agriculture 

SBA 

Programs. 

All programs 

UDAG. 

FmHA Business and. I.ndustry LoaJ 
FmHA- Industrial Development grc 

501 and- 502 prog.rams (loans- to 
State-and local development 
companies) 



; :i:~ ·: ::·l::v:-..... 
. :.:: . . .... 

. .;.. . 
~· : 

; 
' 

. --

~ ·' ,,. 
:..;. 
~-. 

•· ........ 
-~·~ 

.. 
~:~. 
... ~-

,· .. 
: :· 

: t 

21· 

lwithin the: »epar,tment, economic development would. remaiD• 
~:cC>rganizationally separated' from. the: other bqsiness~ tJ: 
i-•ssis.tanc~~ trad't;r anc!t in~ormatio~ functions t.o: pres!XY~~ 

its: emphas:a.s on·· )Ob creat:a.on· in d ss · reas. 1f1th . 
the1 Economic· pmen ~n1stration· there· would; be an· 
enlarged. Development Bank t,o; provide credit assis.tance' 
to-businesses, andadivision:to provide-economic 
development and' public fac:ili.ties. grants· to: States, 
communities~ and: .. other current recipients. 

~-~--~-~~----------------------
Exhibit. %X" depicts the transfer of resources and 
personnel in this O..Ption. 

~ .. · .. 
Programmatic· changes 

Like Option- I,, this~ option would' make possible the: 
consolidation of Federal economic development programs, 
housing simplification and labor/economic development. 
links, but not rural community facilities con-solidation;; 
or planning assistance-consolidation. 

tio would"consolidate all 
in Commerce UDAG will be· 

e rization in 1.980 and. a decision on its; 
. ultimate: placement would'. be deferred until then. ftis 

sub-option would not a1low full consolida-tion of: 
economic development grant programs and. would not 
achieve· .the benefits of full consolidation of economic 
development programs•. However, it would avoid some 
of the disruption anc!. cost associated· with attemptiDg 
~· move UDAG •. 

Advantages' 
•· 

option,oul concentrate economic development 
program resources t the Federal. leve.l, much as Option 
1 wouldc. Opti·on· ·would thus permit be-tter evaluation 
of Federal econo • development programs, streamline·. 
economic development assistance·, and·: provide a home 
for the National Development Bank·. (It would not, 
however,. include the substantial economic development 
funds spent under the HUD CDBG program.) 

.• 

The Federal Government could save $7 million by con­
solidating scarce technical. expertise, and standard• 
izing. and simplifying: economic development prog:ram 
requirements (versus $4 •. 3· million in· Option 1). 

-------- .• ---- . 
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~his:opti:onwouldallowt.heAdministration tobuilct' 
on. the ·pending· EDA. re.authorization and use it as~ •· IIi: 
•~hicle for consolidating economic development· ?-
programs:,. as does: Option 1.. j 
Some cont.ena that· by separating economic from· 
community development, thisoption· may help to ensure 
the business focus of economic development programs,. 
although most of EDA·' s: ~unds now: go. for community· 
facil.ities •. 

'l'his· option also: builds on EDA:'S· reputation for 
responsiveness. to Congress • 

Expanding· economic development functions in Commerce·· 
increases their potential for targeting economic 
development funds to trade and: produc.tivity probLems •. 

. . . . .. . -···· .... 
Other "1 ternatives: Considered:· 

(a) 

(b.) 

Seek procedural change only: Some· of· the problems 
with. Federal development programs could be relieved. 
through better coordination and deta.iled procedural 
changes. In fact, the Interagency Coordinating Couneil:· 
bas· already made a- st.art in this. direction. Even if . 
the reforms- proposed above were· adopted, this~ mechanism; 
would still be needed' to coordinate the. nwnerous 
agenciesanc!programs. untouched byreorganization • 

'1'o relY:· on procedural coordination alone, however, 
seems-unpromising. A long history of previous 
efforts to. relieve program.and'organiutional frag­
Jnentation ~hrough procedural change·and coordination 
demonstrates few lasting successes. · 

Create separate· t>epartment.s of' Ur.ban and ~ural 
J)eveloEment: '!'his option would place all comnlunity 
and. economic development programs for rural areas in 
Agriculture and· all community and. economic development 
programs. for urban. areas in HUD. It would appeal to 
rural groups, and achieve some simpl i.fication. However, 
t.his option would be the ~nost disruptive because 1~ . 
would~ require· that EOA and CDBG each be split in two·. 
It would ra'ise· programmatic problems because urban anc!· 
rural area·s are• interdependent and. because many conununi~ 
ties, as ~heir demographics change, would have to shift 
from one agency to another for funding .•. 

r ... 
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~-(~): Create a broader J)e art.JI'ient of Develo ment Assistance·: 
~- --~ · A' number o . other programs vou 1.t. we .w1 t 1.n 
.:..... DDA concept and may be~ C&;lc5idates. fer eventual incl on 

- Because, they are· politically unfeasible or because . - ir 
links. to the agencies iD which they now reside are too 
substantial ~. disturb, ve· have not included• them· in· 
Opticm,l • 

• 

... 

Employment and' 'l'raining: Administration· (Labor): 

Highway and Transit Programs (Transportation) 

Wastewater 'l'reatmen.t Con·struction Grant ·program. (E 

Veterans Administration Housing Programs . 

Agenc:;Y Comments 

Commerce opposes DDA and• re .ommendsthat economic development 
·funct'ions be consolid'ated i Comm.erce and. that trade· functions 
in· COII'Il'nerce be strengthened., Commerce believes that economic· 
and community~development fundam~ntallyd.iff'erent--t.hat 
economic· development is· aimed> at s:timula·ting: private~ invest­
ment.,, and'. community developmen,t: is aimed at promoting. the· 
social welf'are· of~ communities and' their residents·.. Commerce· 
strongly· feels that the inclusion of the economic development 
f\mctionwith housing and community development would' make 
the· economic development function impotent--that these: funds. 
would quickly be contaminated by community development activiti~ 
'!'his is based: on the expressed: fear t.hat BOD''s constituents and 
•social. welfare ethos• would predominate. Commerce also feels 
that reorganization alone will not achieve: administrative and 
program efficiencies in a new Department and. that a new­
Department would' be an awkward amalgam.of· activities. Commerce 
feels t.ha·t sectoral problems are, increasingly important and . 
that sectoral analysis,, trade, and economic development must 
be linked organ~~ationally._ ' Commerce argues that EDA is: vorkil 

well at. ColN'Derce.. '1'bey believe t.ha·t economic development should 
rema·in at· Commerce and be strengthened' by adding the, National · 
Development Bank. program. They further believe that the·. EDA 
reauthorization is a:· good vehicle to accomplish this enc!• 

Others argue that community and economic deve-lopment will no~ 
necessarily be: better int.eg.rated because urban community develop 
Jnent will still. be-dispersed-by formula while economic developme 
funds are discretionary • 
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!Qt: _supports t:J:se· creatioD of DDA J:>ut reserves judgment 011. · the 
~.ram consol1da·tion recommendat1.ons. until: further informa- . 
tiim ·is available. '!'hey argue ~hat community develo?mentr t· 
e~omic development,. and housing: JDust be administered iD tb£. 
a.--e. depar.tment t.o make· development assistance work anc! tbezzl\-

. f'ore oppose· the Commerce-based option because· it voulc! epllt 
these fimctions. ·ltecipients often use COJ'QJDunity and economic: 
development funds, for t.he same· purposes. and:. do not d 1istinquiah· 
among· t.hem: in prac.tice. In fact, much economic· development. 
assistance· 9oes for community· facilities.. BOD a·lso.· opposes the 
Commerce based option because it. would make· it more· difficult 

·"'date planning assistanceo rura'l community facilities. 
~hey also bel1.eve n· will provide. a necessary 
critical mass .. of resources and' significantly streamline the 
process·.. 'l'hey also state that HOD's purported shortcomings 
mentioned in-t.he memorandumare exaggerated· and out of date 
and' that: many criticisms of BOD· are· for actions that result 
from·legisl.ative rather than departmental restrictions. BtJI): 
ar9ues that· FmHAmulti-family assistance programs- &boule! be 
ineluded'iDDDA. 

OSDA· believes;. that community development,. economic deve·lopmentr 
anc!-: housing should be combined, and' therefore opposes~ the· 
Commerce-ba.sed option because it woulc! split th.ese functions .• 
Agr.iculture is particularly concerned that· rural assistance 
be· delivered'through.multi-county·district offices·of the sort 
that FmHA· is creating and. therefore urges that any reorganiza­
tion·. plan incorporate· these· offices. 

SBA supports~ the DDA, seeing little difference between communit] 
an& economic development. It endorses the proposed shift of 
its SectioD 501 and 502 programs.. SBA. opposes the Commerce 
based option • 

Treasury takes no position on structural change, exc•pt to 
suggest that the National Development Bank need not. be 
separate-if reorganization. takes place. 

~ supports the· DDA concept but believes t.hat its programs 
should not. be included. 

.. 
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'DecLons: ~ -­

Jio; .~ wish to reorganize· development assis.tance, bcludiDg~- -J, . 
bot structural and program reforms?: 

.. ..-,. ..•. --~- . 
yes:, construct a Department of ·Development Assista~ce 

----and· pursue the a·ssocia:ted program reforms. ...:..,_ 

yes·, construct a: Department of Commerce and. Economi~-~ ~- _.· 
----~Development and· pursue the possible program reforms.!.:-.-::-_. __ 

yes·, cons.truct. a Department of Conunerce and' Economic 
----~Development but do not include: UDAGr pursue possible 

program reforms • 

no·. ----
XII • Food and· Agriculture 

Our food' sys.tear is· big,. complex, and· constantly changing. 
'l'hese changes reflect trends in consume.r habits, advancing tech-· 
nology ,. growing knowledg.e of the relationships between diet and: 
health,. and changing, world: economic conditions. By historical 
standards, the food system has performed well.. But new problems 
and new standards for evaluating the system· are· emerging. We now 
expect the food' system. to· help meet national health goals, aid·in 

world diplomacy,. contribute- to wise resource use, and help 
meet other domestic and international needs·. 

'the conflicts in the food system are many~ farm pr!ces 
versus retail prices, processing costs. versus food sa.~ety, 
product promotion- versus nutrition information,. and food aid 
and· foreign trade yersus·. domestic supplies and cof;ts.. Each of 
these confl.icts must be; dealt: ~th in forging • food· policy •. 

Nutrition resea-rch, education, and surveillance are ·scattered 
throughout USDA and HEW and other Federal organizations. There 
is· currently no place, within the Fed~a.l Government where these' 
important nutrition activities are integrated to develop more: 
consistent and effective Federal programs.. As a result, .we 
have a weak policy (some would say no policy at. all) and eva 
minor program controversies sometimes rise to the White Bouse 
for resolution. The Federal nutrition effort has- been criticized 
a:s follows:· 
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• '%t is unresponsive~ to consumer concerns and long-· 
~erm· public needs •.. 

~ <, 7t· bas low~ status: and. visibility· in the· Federal a ... 
tj~":"~;'GOvernment. I· 
.. , 7t bas. limited' accountability· in terms:- of technical IF 

accuracy and measures. of. effectiveness· • 

•· '!'here is poor coordination among. organizations 
conducting. nutrition-related activities .• 

Enhancing consumer and nutrition functions; in a separa:te. 
and'. clearly identifiable· unit: in· a· Department of Food 
and· Agriculture bas the following advantages.: 

Permi.t conflicts between• food and nutrition pol'iey 
and' commercial agriculture (over food• safety, price, .. 
labelling, chemical additives, etc.) to be worked 
out within a· department. 

- Provide: a close rela.tionship between nutrition 
research. and farm production decisions • 

Give the. Secretary· of USDA greater balance among 
bisproduction and consumer constituency groups • .. 
Provide a· strong Cabinet voice for a national food: 
and' nutrition policy·. 

We recommend' the following organizational ana: process change:: 
to improve· the management and focus of domestic and international 
food and nutrition policy: 

•(·1) Designate the Department of Agriculture as the lead 
agency responsible for d·eveloping a national food and. nutrition 
policy •. 

(·2l Direct the Secretary of Agriculture to work· wit·h OMB 
and' DPS in d·eveloping administrative and· legislative proposals . 
to give. greater emphasis to nutrition policy in USDA. Among the 
changes. to be considered. are: 

• Chang.e the name of USDA· to the Department of Food' 
and. Agriculture to symbolize the De.partment' s broader 
mission. 

... Organize the Department intern·~lly a·s follows: 

- Create two. Deputy Se.cretaries -- one representing, 
agricultural, trade and marketing interests·, one 
representing consumer and nutrition interests. 
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- Xnternally segregate consumer-oriented programs 
for traditional agricul tura·l •promotion•· programs:. 

5.:· _Consideration of proposals for consolidating· autbori-· ., 
Cb:i.·~-1:ies: for promotion of agricultural. trade with authoritijjs 
£,.~, for control and: development of' agricultural production~ 

We. expect these ac.tivities, if approved, to. produce 
acbllinistrative and: possible legislative proposals for 
consideration later this year. 

Agency· Comments. 

Agriculture· believes: that these· proposals neea further 
d'evelopment. They suggest more attention to consolidating 
~uthorities for· promotion of trade. in agricultural products 
and to improving delivery of nutrition assistance and 
agricultural development aid to· other nations. Agriculture 
believes that more complete consolid.ation. of food production 
and: safety functions will be required in the long·term but 
does: not recommend consolidation. of all food saf.ety programs 
at.this time. 

Deci-sions 

(.ll Des1gnate USDA as the lead· agency for 
nutrition: policy· 

(.2): 

,. .. 

Yes ----- No ___ _ 

Direct the Secre-tary of Agriculture to work with 
OMB andDPStodevelop proposals t.o enhance 
information poli:cy in VSDA. 

Yes ------ Ho ____ _ 

.•'. .., . -~- ··----·-··. . ".. . . . . . .. 
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lfmplementation and' tfext Steps· 

ftL · tJsing Reorganization. Au.thoritr .c,.,· 'J' . ' 

As- you:. know,. reorganization authority cannot be usee! 
to: abolish a- Department or all its. functions. It can, 
however, transfer parts-of Departments and can be used 
to rename departments. 

1: Because reorganization authority is· a much quicker 
and' easier way to accomplish our objectives·, we- want 
to doasmuchas;possible by plan. Two plans should 
be enough to: implement the· structUral changes. in the 
natural resources and development a-ssistance options. 
If youcchoos~ to implement the Development Assistance 
'program reform, follow up legi-slation will be required •. 

B. 'riming:. and Announcement. 

If you. choose to attempt substantial reorganization, 
this, project merits a, State of the· Union announcement 
for· two .rea:sons :· 

necision 

(1); It should· have. broad popular appeal and fit well 
with the economy/anti-inflation. themes planned' 
for youraddress. 

(2), including the proposal will signal that you 
regard it as a high priority that you and your 
White• Bouse staff will work to pass. 

Work toward a State of the Onion announcement. 

"""/ _ ___,/ Yes '-! _ _.[ No 



EXECUTIVE OFFICE OF THE PRESIDENT 
COUNCIL. ON ENVIRO.NMENTAL. QUALITY 

722 JACKSON PLACE, N. W. 
WASHINGTON, D. C. 20008 

January 3~. 1979 

MEIIDIWIDUM FOR .JAMJ!S. T' MciNTYRE • ~ 
FROM: Charles. Warren~ Y ,. 
SUBJECT: Reorganization• 1979i 

Our comments. concern only the, Department of Natural Resources. (DNR) ·· 
proposal. 

Overall., the proposed. DNR brings together. the major natural resources 
functions performed by the· federal government and', in. our judgment, 
includes all: agencies that should be included.. OrganiZing the basic 
functions of the department into the five proposed divisions seems 
sound -- .public lands.; oceans; water resources; outdoor recreation; 
natural. resources sciences·. 

We· strongly support the preferred· option- for reorganizing·. the federal 
government! s· water resources responsibilities.. We believe that achieving; 
the water resources: reorganization proposal is the highest priority · 
issue in the natural resources area. Moreover,. we believe that 
accomplishing• only the water resources reorganization. proposal would 
be worth. the effort. This accomplishment, when. coupled with the 
President's June 6, 1978· Water .Resources Reform initiatives,. would 
represent full achievement of the President's campaign commitments in 
this. area and would result in significant reform that should have long­
term beneficial effectsdn conserving water, saving money,_ protecting 
the environment, and constructing better projects. We believe that the 
memorandum should make clear that the new Corps of Engineers would be 
providedwitha-newmission --because this was one of the President's 
specific campaigasoals-.. The- memorandum should state explicitly that 
the- Corps will be· an· omnibus- construction agency performing_ work on 
contract for DNR and other federal agencies and that the-Corps will be 
involved in new projects only after· they have been approved as new 
starts by the Congress (s~e.pages 5-6 of the memorandum). 

We believe that~the. Cabinet memorandum could be improved in a number 
of respects for~the President. Our comments and recommendations follow. 
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A.. The-Basic DNR.Concept 

We believe that.five basic DNR reorganization issues are not addressed 
adequately in the: Cabinet· memorandum:· 

o "Centers-of-Excellence" reorganizationconcept 

o· Corps of: Engineers navigation. functions 

o Water. resources proj:ects. operation• and maintenance functions 

o Economic regulatory functions, 

o Marine Mammal Commission 

1. "Centers-of-Excellence" 

One of the' key organizing concepts. proposed by the President·' s 
Reorganization Proj'ect (PRP) staff is to base each major functionai unit 
of the DNR .. on an· existing. "center-of-excellence;" for example, the Forest 
Service· in the public lands area. Discussion· of this approach is no.t 
included. in:.the memorandum. It should be. 

The· approach. is an· important one. It underscores the merits 
of several aspects-of the reorganization proposal by ensuring. that well 
managed federal agencies can-expect to be rewarded for their performance 
and. that good performance: is-the central goal of the reorganization proposal. 
The approach alsohelps to•provide support for the proposal from-interests 
which fear that good: agencies like the Forest Service,. for example, might. 
lose their status as a result of the reorganization •. 

2. Corps Navigation Functions 

Under the proposal, the·Corpsof Engineerswould retain its 
navigation/ transportation responsibilities. We believe· that these functions. 
should be transferred to the Department. of Transportation. This transfer 
would bring together in DOT all major transportation responsibilities 
and• require all transportation modes (air, highway,. water, rail, etc.) 
to- compete directly with one another for federal aid and related benefits. 
Thus 11• transportation· modes. would be treated. more: equitably one with 
another, federal transportation subsidies could well be reduced, and fewer 
water· resources• projects that are· designed to mee.t transportation purposes 
might be funded. Transferring water resource· related. transportation 
functions. from the Corps to DOT would, along with the· preferred water· 
resources proposal, complete a comprehensive and effective water resources 
reform package, which is an. important Presidential goal. 
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3~ O&M Functions 

No mention is,made inthememorandumabout how·water resources 
projec:tsoperation andmaintenanc:e (O&M) func:tions.will be performed. We 
believe that the O&M· functions· ought to be reorganized'. in ac:c:ord·anc:e 
with· the· same principle that. governs the basic: water resources projects 
reorganization proposal. Thus, O&Mpolic:y making and. planning. functions 
should be DNR.'s· responsibility· (while O&M contract construction type 
work would be· performed· by· the, Corps. This allocation of responsibility 
would accomplish the same benef'its as the: water resour.c:es proj ec:ts 
reorganization proposal. 

4. Economic:· Regulatory Functions 

When the Department: of Energy was formed., responsibilities for: 
developing-so called economic: regulatory regulations for energy minerals 
leasing. activities< were· transferred from the Department of the Interior 
to· DOE. Careful analysis of these "economic: regulatory functions~' 
demonstrates that they are primarily land use functions. which determine 
how' land is developed,, mined, reclaimed:, etc:. These land use planning 
decisions should .. be DNR.' s responsibility, not DOE's. 

TheDNR. memorandum does. not address this issue •. It should and 
should propose the transfer of these functions from DOEbac:k to Interior 

· (DNR) •. 

5. Marine· Mammal Commission 

Although not addressed in the Cabinet memorandum,. the DNR proposal 
recommends abolition of the Marine Mammal Commission. The Commission is 
a. small agency with .very important wildlife protection responsibilities. 
Moreover, the Commission is· one of· the few federal agencies. that has con­
sistently produced· excellent work, is highly respected for its. professional 
expertise·, and deals competently with very controversial issues. It has. 
provided· the· Administration with essential services in helping draft 
the· international treaty on Living Marine Resources of the Antarctic: 
Convention.. The Commission provides a. real public: service and its 
excellence should• be recognized and' protected• The Commission should 
not be abolished' •. 

B. DNR Land Use Responsibility 

The Cabinet. memorandum· does not discuss the concept that DNR will 
apparently not have any responsibilities for "privately held lands used 
for commercial farming and lands developed for residence, urban•, and 
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industrial uses'.' (quoted from more: detailed· PRP Staff Analysis- of the: 
DNR) •- This land use issue:;is an extremely important issue which,. if 
not· resolved properly at the outset, could cause DNR to· have serious problems 
in implementing its broad natural .resources protection responsibilities. 
While· this- exclusion of' land use· responsibility· is probably geared' to­
allocating. responsibilities to the-Department of Agriculture· andHousing 
and Urban Development,. the .proposed approach would tend to eliminate 
careful considerationof important environmental and related natural 
resource· factor.s when federal actions .. are- undertaken that affect or 
involve p-rivate lands. For example, land protection proposals- such as· 
those for· the SantaMonica mountains in California· and the Pine Barrens 
in New Jersey involve f·ederal actions which should· be DNR' s responsibility •. 
Britain and several states have used a variety of land, protection techniques 
for unique "private" lands, such as. the Adirond'ack Preserve in New. York 
State;. Responsibility for developing, experimenting with, and 
implementing·. these new types of land protection techniques that involve· 
private. lands should beDNR's responsibility. DNR's. responsibility and 
authority to deal with·private land' use protection and conservation issues 
should be established in the Presidential decision memorandum. 

c.. Full Discussion o-f All Views 

The discussion of the DNR in the Cabinet· memorandum is essentially .· ~­

very upbeat, emphas:l:z~g,the beneficial aspects of the proposal. Although 
the proposal: is' a good: one, there are responsible and:serious opposing_ 
points. of view which should be discussed. in· the Presidential memorandum. 
For· example·, it is· unlittely that the" most important. or serious· or contro­
versial reason for not transferring the Forest Service .. to DNR. is that: 
"The Forest. Service prov:l:des set'Vices to farmers- who· grow trees"' (see page 7 
of Cabinet .memorandum). 

The discussion of Cons should. present the basic and best arguments 
and. data that would support actions contrary to those proposed so that 
the President will have a thorough understanding of the decisions he is 
being asked to make. For example, the following three Cons ought to 
be included in the Presidential memorandum:: 

~: There are those·who question whether· it is· possiblei or 
desirable• for one agency, and one Secretary,. to· balance policies 
andresolve conflicts regarding the use· of' thenation's 
natural resources;.. Decisions on these matters should reflect 
negotiation between. various. Cab:l:net level officials that the 
creation of a. single DNRwould not permit. 
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But:~ Ther.e· is value in. having: several similar· agencies 
deVeloping· mauagi!Dlent approaches for natural resources- pro-­
tection purposes.. For example, the· land planning and environ­
mental assessment processes developed· by the· Forest ·Service 
have·contributed.greatly to-changes in BLMpractices. This 
creative "competition~' wUl be· discouraged or· eliminated by 
the; DNR proposal. 

But·:· Public information· on federal decisions. and participation 
~decisionmaking could be significantly reduced by· the 
creation: of a comprehensive-natural resources department. 
Inpractical terms, public participation in environmental 
decisions- is enhanced' and encouraged by having several similar 
agencies involved in· decisionmaking because, for example:, one 
agency maybe·more· interested· in involving citizens· in the 
effort. Creation of a comprehensive· DNR could-eliminate or 
reduce formal and informal opportunities for public involvement 
that now exist. 

D. Discussion· of Problems Addressed and' Resolved 

The. Cabinet memorandum· discusses problems addressed by the DNRproposal 
inonly the most general and. conceptual manner and speaks only of generic 
problems- which are not uniqu~ to DNR•. No doubt every functional ar.ea in 
which.the federal government operates involves more than one-federal 
official with- relevant responsibilities: and a lack of clarity about who is. 
responsible- for what decisions and· inconsistent regulations: and procedures: 
(see. pages 2-4 of Cabinet memorandum). The Presidential memorandum ought 
to discussseveral specific, concrete problems which are addressed by 
the· reorganization proposal and, in theory, resolved. Thememorandum 
should: also discuss how: reorganization resolves. these· problems-. 

E~ Discussion of Interest Group-Positions, Politics! Etc. 

The Cabinet memorandUm does not discuss the very important information 
about which interest groups, includingpolitical groups and: Members of 
Congress, support or. oppose the proposal. and why. An accurate and fairly 
detailed discussionof this: information· is essential for the Presidential 
decision memorandum.. In a similar vein,_ there- is no discussion about 
how and why Congress' organizational. structure affects the proposed DNR, 
in particular whether Congress' own committee jurisdictions-may enhance 
or limit the. effectiveness.of the DNRproposal. 
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F.. Organic Acts/Legislative Proposals 

The: Cabinet memorandum does: not discuss the-organic acts or other 
legislative proposals, which· are proposed for development, such as a·. DNR 
and a. NOAA, (oceans) organic act. It is important that the memorandum 
list· and discuss all legislative proposals• that will be part of. the . 
overall DNR proposal, including their importance to. achieving an 
effective: DNR and their likelihood of success, so that an informed decision 
can be made between· using, a reorganization plan or a legislative proposal. 

G~ ~enter of Life• Science and Technology Expertise· 

In the DNR proposal, ecological responsibilities. are stated or 
implied'· with respect. to each major functional div.ision. However, no· 
''Life Science· Center of Excellence" is proposed. It is important that 
such a· center be· established· within the DNR so· that informed scientific 
opinion. can be provided in these .areas on a level similar to that which 
the·. DNR proposal already provides f-or· the physical sciences. A bureau 
level group in· the Natural Resources Science area is probably the· best 
location. 

H. Other Comments 

1. It is quite unclear what is meant by the· term "clients" in· 
EXhibit I and whether. the purpose· of the• reorganization is to serve· those· 
clients: better. If that is the case, then there· is apparently little 
interest in providing better organization for environmental and conserva­
tion minded. citizens and groups. There is a need for clarification. 

2·. On page· 3, the. memorandum states: "two agencies spent over $1 
million determining· who has jurisdiction over the sea turtle, an 
amphibious endangered species."· If th1s is the cost. of studies,. it is 
unlikely that thesubject of the studies was agency jurisdiction. If 
this. was. the cost of the dispute,. this should be made clear, including 
what kinds of costs. are being counted. 

3. On page· 1·, the memorandUm states that "simplification and consolida­
tion of fish and wildlife project review and dredging permit review will 
speed' t·he regulatory process." It is unlcear how. reorganization can 
accomplisli this and what the simplifications are. This process should 
be stated· more explicitly. since, at a minimum, it appears to· involve 
changes in existing regulations •. Moreover, no mention is made about 
whether this simplification can be accomplished without reorganization. 





THE CABINET INFORMATION AND DRAFT DECISION MEMORANDA WERE 

NOT SENT TO THE OVERSEAS PRIVATE INVESTMENT CORPORATION. 

THEY WERE ONLY SENT THE ADDITIONAL REORGANIZATION OPTION. 



INVESTMENT 
CORPORATION January 12, 1979 

1129 2Crh S!reet. t\: W 
wos"'ing·on, DC 20527 MEMORANDUM 
Telex-OPiC Ws'r 80-.23"2 . 

Of'ice ot the Pres<Je,.-· 

TO: Honorable J:ames T. Mcintyre 
Director 
Office of Management and Budget 

SUBJECT: Department of Foreign Trade and Business 
Development -- Comments of the Overseas 
Private Investment Corpora-tion (OPIC) 

We have reviewed your memorandum concerning the proposed 
reorganization option to create a Department of Trade 
and Business Development (DTBD) that would include the 
Overseas Private Investment Corporation (OPIC). Because 
of time constraints these· comments will be brief and 
will fo~us only on the most salient issues. 

General Comments 

In spite of as;gertions to the contrary, there does not 
appear to be a sufficient basis in economic rationale, 
s:imilari ty of mission, or mode of operation to ju$tify 
integration of the disparate organizational elements 
proposed for the DTBD. The amalgamation of these 
heterogeneous agencies might be viewed as an invitation 
to bureaucratic disaster. 

We do not believe that any improvement in programs or 
efficiency would result from combining agencies like 
OPIC and the Export-Import Bank, with their international 
busine.ss focus, together with a number of other agencies 
whose orientation and programs are overwhelmingly 
domestic. As discuss·ed below, the proposed DTBD appears 
to be a strange meld of programs--with basic programs 
·covering a wide range including dome.stic assistance, 
export and trade promotion and assistance of foreign 
economic development resulting from private sector 
investments. 

It is notable that the two pages of asserted advantage's 
to be yielded by the formation of the new Department 
contain not one that directly stems from OPIC's 
inclusion. This, coupled wi.th the fact that inter­
national problems were mentioned only once, suggests 
that OPIC and the Export-Import Bank are envis-aged to 
be very insignificant components of the new Department. 
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OPIC's Purpose and Operations 

OPIC is an independent •. self-sustaining corporation 
established to encourage economic development, e'specially 
of the least developed countries, by facilitating appro­
priate private investment through making available 
political risk insurance, guaranties and s·ome direct 
loans. OPIC does not require annual appropriations, and 
thus does not contribute to any budget deficit,, as i.ts 
operations are funded by its earnings from insurance 
premiums, interes·t and guaranty fees. Fiscal 1978 
earned income was $53 million and administrative expenses 
were $7~7 million. 

OPIC was established in corporate form in 1970 and placed 
under the policy and opera.ting authority of an eleven­
person Board of Direc.tors, comprised of the Administrator · 
of AID as Chairman, Assistant Sec.retaries of Commerce, 
State and Treasury, the President of OPIC and six private­
sector Directors appointed by the President with Senate 
confirmation. The private sector Directors are required 
by law to include representatives of cooperatives, 
organized labor and small business. When the programs 
were moved out of AID this corporate formwas chosen 
deliberately as a vehicle to make OPIC more business-like 
in its structure and respons·iveness to the privat·e 
businessmen whose investment decisions are the bas·is for 
OPIC 's success in promot.ing economic development of less 
developed countries (LDCs). Any decision that placed 
the OPIC program in a broad operating agency would be 
a regression to a previously proven unsatisfactory 
operating structure. 

OPIC's mission is strongly developmental. Its programs 
are limited to the LDCs eligible for ass·istance from 
world-wide or regional development agencies and, since 
the Administration's 1977 policy review, have been fully 
available only in the lower income LDCs and have been 
restricted in the "upper income'' LDCs -- those with 
per capita GNP's in excess of $1,000 in 1975 dollars. 
In its 1978 extension o.f OPIG's operating authority 
Congress emphasized OPIC's developmental focus and 
required by law that the OPIC Board act, as it already 
had, to restrict OPIC' s programs in the "upper income'' 
LDCs. 
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The Specific Proposal as to OPIC 

The option memo fails to discu.ss how the proposed 
DTBD would be organized or would operate. A footnote 
states that the Secretary of DTBD would replace the 
AID Administrator as Chair but gives no further clues. 

OPIC' s s,elf-sustaining operations and its need to 
build up its reserves make its incorporation into a 
unified budget inappropriate and impossible. Its 
mandate is so different from those of the other 
proposed components as to preclude any policy integration 
advantages. OPIC presently operates under the foreign 
policy guidance of the Secretary of S.tate. It is not 
clear how this rela,tionship would continue under the DTBD 
propos.al. 

We have recently responded in great detail to similar 
issues involving, the proposed reorganization of foreign 
a:ssistance programs. Since turnaround time on this 
proposal i.s short, we attach those memos for your 
information. 

Even if this proposal is meant only to change the Chair 
of OPIC's Board while maintaining OPIC's present inde­
pendent operating structure under the policy direction 
of its Board, OPIC would oppose it as counter-productive. 
However, if the proposal means to create some sort of 
unified operating agency, we think it would be disastro'l].s. 
(We would appreciat.e an opportunity to corranent about the 
details of any plan to creat:e a unified integrated 
agency.) · 

A Foreign Trade Agency 

At times there have been suggestions that a reorganiza­
tion should create an agency to promote foreign trade. 
We believe that if the Administration were to decide 
that foreign trade is of a high order of priority it 
might want to consider creating an agency to concentrate 
on that. Such an agency should, in our opinion, include 
the pre·sent Office of Special Representative for Trade 
Negotiations, the Department of Corranerce's Industry and 
Trade Administration, Export-Import Bank and OPIC (as an 
independent corpora.tion) . The foreign business and 
trade emphasis of such an agency would make OPIC an 
appropriate member. The high priority given to foreign 



Honorable James T. Mcintyre Page 4 

trade that would result in formation of such an agency 
might cause reexamination of OPIC's purposes with some 
resulting widening o.f its pre·sent developmental mandate. 

\ 
- \- ~- . I 

. 1 _\\~ruJ Llew~liY~ -
At.tachments: \ 
1) Peter Szanton Memo 1/3/79 
2) Peter Szanton Memo 12/11/78 
3) Peter Szanton Memo ll/17/78 
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MEMORAL~Dtn-1 

TO: Peter Szanton 

SUBJECT: Foreign Assistance Reorganization -­
Commen,ts of OPIC 

Your draft memo of December 27 does a good job of 
setting out the alternatives and their pros and cons. 
We do have, however, a few comments and suggestions 
concerning its treatment of OPIC. Some of them are 
editorial, while some go to the heart of the substance. 

1. On page 2, in the description of OPIC please add 
"self-sustaining" so that the phrase is "an independent, 
self-sustaining government co.rporation." 

2. On page 5 change the "bullet" line to read "Agreed 
to make OPIC part of !DCA, under the loo·se association 
arrangement provided in the bill." This change 
clarifies the thrust of the original decision. 

3. On page 6 the dis cus·sion of the "Full inte,gration" 
alt.ernative says that this alternative is"along the 
lines of the Humphrey proposal." This, of course, is 
not accura,te insofar as the Humphrey proposal would 
not have integrated OPIC, but would have left OPIC 
intact as an independent corporation under the policy 
dire.ction of its Board of Directors. Thus, the first 
sentence should be modified by adding: "although it 
would go far beyond that proposal in integrating OPIC 
into the IDCA." 

4. On page 15, to clarify that OPIC's relationship 
to a partially integrated IDCA would be that con­
templated by the Humphrey proposal, please change the 
first two sentences to three that read: "This model 
••• be substantially autonomous and OPIC would continue 
to operate under the policy direction of its Board o: 
Directors. The Adrr.inistrator would serve as Chairman 
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of OPIC's Board. His authority over Peace Corps, OPIC 
and FITC would be limited to general policy guidance 
and, as .to Peace Corps and FITC', control over their 
budgets ••• " 

5. On pages 32 and 33 please make the following 
changes: 

a. In the description of the OPIC decision change 
the third s.entence tO· read "OPIC was separated ..• 
initiative and given corporate form tmder the policy 
direction o.f a board of .dire,ctors appointed by the 
President with a majority of private sector members." 

b. Add a new fourth s-en·tence to read "Significant 
Congressional (Javi.ts) support for this structure 
continues." 

c. On page 33 add a new argument against OPIC's 
inclusion to read: "If you choose the fully integrated 
model including OPIC would completely change its 
structure and operating method, going far beyond-any 
recommendation." --

d. Change-the first decision option to read: 
"(Supported by AID and acceptable to OPIC, Commerce,, 
and Treasury if adequate policy and operating autonomy 
under a policy-making Board of Directors is assured.)" 

)~~~ \'r.. 
I -~ ~ ~>t. 
·~ l rue€ Llewel~ 

IV"esident \ 
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November 17, 1978 

MEMORANDUM 

TO: Peter L. Szanton, Associate Director for Organization 
Studies 

·· .. --Edward Jayne II, Associate Director for National Security 
and International Affairs 

Office of .Management and Budget 
Room 3223, New Executive Office Building 
Washington, D.C. 20503 

FROM: J. Bruce Llewellyn, President 

SUBJECT: Foreign Assistance Reorganization -- Comments of 
Over.seas. Private Inves,tment Corporation 

I. General Statement 

Including the OPIC program in an integrated economic assistance 
agency, no matter the degree of integrati~n, will have no positive 
impact on improving budget planning and allocation, coordination of 
executive branch presentations to Congress or greater cohesion and 
effectiveness of ·bilateral and multilateral programs. 1 OPIC' s function 
is to encourage. economic development, especially of the. least 
developed countries, by facilitating appropriate private investment 
by making available political risk insurance, guaranties and some 
direct loans,. OPIC does not require annual appropriations, and thus 
does not contribute to the budget deficit, as its operations are 
funded by its earnings from insurance, interest and guaranty fees. 

Since OPIC is r.equired by law to operate its programs so as to 
make them self-sustaining and this self-sustaining nature is important 
to political support for OPIC' s private sector-orien-ted program, 
OPIC's inclusion in any form of integrated agency would not lead to 
better budget planning allocation among the development assistance 
instruments. In addition, since OPIC's program is the one element 
of the economic. assistance struc.ture that is not, by its very nature, 
subject to the "New Directions" thrust .of the other bilateral and 
multilaterai assistance programs, consolidatio.n of OPIC into a 
unified program and Congressional presentation is of no apparent 
benefi,t. Integration of OPIC in·to the IDCA would not result in 
enhancing more systematic consideration of U.S. i~terests in LDC 
developmen.t during the formulation of administration policies on 
trade, monetary affairs, etc. Finally, as discussed belo,.•, there 
is no reason to think that integration of OPIC into IDCA would result 
in a reduction either in the number of Federal employees or in the 
budget deficit. 
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On the contrary, the IDCA proposal now before us seems·to 
increase both the cost of operations and numbers of personnel 
attributable to the OPIC program rather than streamlining them. 
OPIC believes it is now benefitting fully from those economies 
of scale that are appropriate by reason of its purchase of several 
services from AID and other agencies. 

II. The Three Models 

A. Option One - Complete Integration 

A completely integrated line agency that included OPIC 
would make no sense. As stated above, the very nature 
of OPIC's programs distinguishes it from the other economic 
assistance programs and OPIC's operations do not require 
annual appropriations. A reorganization that would fully 
integrate OPIC into a large government line agency would 
constitute a reversion to the unsatisfactory previous 
experience t·hat led to OPIC' s creation in corporate form. 
The OPIC insurance and guaranty programs were administered 
by AID prior to OPIC's establishment as a separate corpora­
tion. There ·is extensive legislative his,tory 11 detailing 
why the present corporate form- was considered to be a vast 
improvement over the prior structure, and· we believe 
history has proved Congress correct in establishing OPIC 
as a separate government corporation. The need to provide 
direct and prompt service to the private sector is, if 
anything, more pronounced at present because of the Congres­
sional mandate that OPIC increase small business involvement 
in its programs. Effective involvement of smaller businesses 
requires the direct, personal contact that would be impeded 
by a large bureaucratic structure. 

The co.rporate struc,ture with a governing board of directors 
composed of representatives from private industry and 
public officials has functioned as an efficient and effective 
means for airing viewpoints, resolving differences and 
reaching final decisions. The corporate s,tr.ucture is one 
that businessmen can understand and deal with. It encourages 
the 9PIC staff to be businesslike in the conduct of its 
programs and in general presents a more satisfactory means 
of operating the program than would its integration into a 
vast bureaucracy. As can be seen from the footnote text, 
the problems of the business community in ~ealing with the 
bureaucracy were the basis for the creation of OPIC as an 
independent agency. 
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The different skills required of personnel who operate 
the OPIC program, with its business-oriented emphasis, 
the d'ifferent nature of the legal problems encountered' 
and the need for different and completely separate 
accounting procedures, seem to preclude effective 
integration of OPIC into an overall economic assistance 
line agency. In fact, such integration would unques­
tionably result in duplication of staff functions by 
OPIC and IDCA and add an extra clearance process to 
what is now a relatively direct functional operation. 
'Recc-gnition of OPIC's unique business involvement and 
its need to attract professionals with private-sector 
experience led to the statutory authority to appoint, 
compensate and remove up to twenty administratively 
determined ("AD") employees without regard to Civil 
Service laws and regulations. This AD authority and 
OPIC's business-oriented separate character have proved 
effective devices for at.trac.ting qualified professionals 
with business experience who would not otherwise have 
considered working for the Government. We strongly 
believe that OPIC's integration into a line agency 
wocl.d destroy its ability to attract and retain 
professional employees with pertinent private-sector 
experience. 

Another inherent contradiction to complete integration 
of OPIC into a line agency involves OPIC's need to 
function. as a self-sustaining entity. Upon its estab­
lishment OPIC received appropriations comprised of the 
assets attribu.table to the prior guaranty and political 
risk insurance ,progr.ams, which were accompanied by the 
transfer to OPIC of all liabilities under AID's out­
stand'ing insurance and guaranty (other than housing) 
portfolio. £/ OPIC has been able to satisfy all claims 
and increase its insurance and guaranty reserves without 
requesting Congress to appropriate any additional fund's. 
OPIC is authorized to invest its earnings in u.s. 
Government obligations and, if necessary for claims 
management, to borrow up to $100 million from the U.S. 
Treasury. It is difficult to imagine a fully integrated 
line agency with one constituent element that has such 
individue.lized functions. 

Any attempt to incorporate the OPIC programs into a 
fully integrated line agency could anticipate substantial 
Congressional disapproval. On the one hand, there are 
several members of Congress who have strong convictions 
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·that the pr·esent OPIC corporate structure is the 
appropriate delivery system for the private investment 
program. On the other hand,, those who are opposed to 
any government functions that assist business would 
oppose an integration that might result in cost to 
taxpayers. The separate character of the corporation and 
its self-sustaining nature are important considerations 
in presenting to Congress thedesirability of a private 
sector-oriented economic assistance program. 

B. Option II - Decentralized Confederation 

We believe that OPIC could successfully function as 
part of a loosely integrated confederation of economic 
assistance programs. For example, as in the arrangement 
contemplated in the Humphrey-Case IDCA bill, 3/ OPIC could 
function as an independent corporation with the Adminis­
trator of IDCA serving as chairman of OPIC 's Board of 
Directors, just as the Administrator of AI·D now does. 
The OPIC Board, with its representation from the 
Departments of State, Treasury, and Commerce as well as 
AID, presently provides ample opportunity for consider­
ation of OPIC projects and programs in the context of 
overall U.S. Government ·considerations. Whatever overall 
benefits in terms of coordination with other economic 
assistance .programs and some coordination of Congres­
sional presentation that might accrue from some form 
of reorganization could be accomplished under a loose 
confederation. 

At the same time, it should be noted that the principal 
agency with which OPIC works is the Department of State. 
All our cable traffic goes through State. All OPIC 
proj.ects are cleared wi.th appropriate embassies before 
contract·s are sigtied. Human rights consultation is with 
State.. This direct relationship works smoothly and 
effectively and ~hould not be interrupted by the creation 
of add.itional bureaucratic paraphernalia. 

OPIC has very deliberately contracted for certain support 
functions that could more economically, yet satisfactorily, 
be perfoi'llled by other government agencies or private 
contractors. OPIC has "shopped around" to secure the 
best availa·ble arrangemen·t's. As a result, OPIC purchases 
certain services from the Departments of State and Labor,, 
the National Institutes of Health and the General 
Accounting Office as well as from AID. These include 
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processing payroll and travel vouchers, making 
international travel arrangements, giving engineering 
advice, data processing, medical care and performing 
the security, auditing and investigation func-tions. 
Thus, those services that are appropriately carried 
out by a larger, more unified structure are now performed 
for OPIC by AID and other agencies·, an arrangement that 
could continue under a loose confederation arrangement. 
OPIC believes that its present arrangements represent 
the optimum terms of functional economy and that no 
further economies would result from a complete integra­
tion because the services that OPIC now perform!'~ for 
itself are those which it would have to perform for 
itself, whatever the structure. 

A loose confederation would enable OPIC to function 
exactly as i-t now does, with a Pres:iident as its Chief 
Executive Officer, subject .to bylaws and policies 
established by the Board of Direc.tors. No Congressional 
problem would be .presented by an independent OPIC that 
is a constituent element of a loosely confederated IDCA 
with the IDCA Administrator serving as OPIC Board Chairman. 

C. Option III - Partial Integration 

The partial integration model d"escribed in Option III 
would. not be satisfactory insofar as it affects OPIC. 
However, some form of partial integration of the bilateral 
and multilateral programs that would leave OPIC in a much 
looser relationship, such as that described in Option II 
above, could be satisfactory. We are unaware of any 
particular reason for uniformity in the degree of integration 
of all the components of IDCA. 

Essen-tially we see the Option III proposal as very close 
.to that of the full in-tegration described in Option I and 
a•s resulting in the shortcomings of Option I. Option III 
would make the Administrator of IDCA the Chief Executive 
Officer of OPIC, making the Pr.esident of OPIC the 
equivalent of a bureau head or an assistant secretary 
of a line agency. It would remove from the Board of 
Direc:tors its present management and policy authority, 
converting the Board into an advisory group. Such 
integration into IDCA would make it diffi.cult for OPIC 
to continue to function on a self-sustaining basis. 
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The proponents of Option III state that incl:usion.of 
OPIC in IDCA "will facilitate the use of private sector 
investment in overseas development,, an increasingly 
important tool for assisting 'middle income' countries." 
However, OPIC has been directed by both Congress and 
the administration to emphasize its developmental role 
by giving preference to inves.tments in the least 
developed countries and by restricting its· operations 
in countries that have per capita GNPs in excess of 
$1,000 in 1975 dollars. This contradicts any notion 
of a "development arsenal" in which oriC's programs 
would play an increasingly important role in those 
same "middle income" countries. 

In evaluating the asserted streamlining effect of the 
Optior. III proposal, it is necessary to examine its 
Table VI which depicts the effect on operating expenses 
and full-time permanent personnel of a variety of hypo­
theticals, includ'ing that of an Option III IDCA. The 
Table VI figures for OPIC need correction. 

Our FY 1979 full-time permanent personnel ceiling is 
130, with a reduction to 128 pro.posed· by OMB for FY 1980. 
OPI:C requested a FY 1980 ceiling of 132 for its current 
level of operation, and estimated operating costs for 
that year at $7.3 million. 'We assume that the ceiling 
of 147 that appears in Column II as OPIC's proposed 
FY 1980 ceiling was taken from OPIC's second-enhanced 
Zero Based Budget schedule for FY 1980--an obviously 
"pie-in-the-sky" number. Thu•s, any personnel savings 
that start from the 147 figure are significantly 
over-stated .• 

We do not understand why the separate agency version 
differs from OPIC' s own present request since there :f.s 
no rea·son to believe that OPIC could no.t continue its 
present contractual relationships and obtain services 
from AID and other agencies. However, even if that were 
not the case, Column III, which we assume is based on 
the premise that OPIC would perform for itself those 
services now performed for it by AID, implies that 28 

·additional full-time employees would be required for 
that. That number is not supportable. OPIC's experience 
in purchasing services from AID has cost an average of 
$52,000 a year over the last three years. ·The cost in 
FY 1978 was $65,000. If OPIC had to perform for itself 
those services that AID is now performing., our estimate 
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is that it would take a maximum of 6 additional 
persons and no more than $250,000, including over:head, 
for operating cos,ts. Thus, the $1.1 million additional 
operating costs shown for OPIC as a separate agency in 
1980 (Column III as compared with Column II) cannot be 
supported. 

We similarly question the personnel and operating costs 
given for the Option III proposal (Column IV) showing 
reductions of 26 full-time permanent employees from 
the inflated 147 number, or 7 from the OMB FY 1980 
ceiling, with an accompanying operating cost saving of 
$1 million. We do not understand from what functions 
those "los,t" personnel could come since the Option III 
proposal ap.pears to add additional clearances and layers 
of input at the IDCA level., rather than streamlining 
procedures. 

Table VI itself shows that IDCA will result in more 
ov,erall employees working on economic assistance, not 
fewer, and with many of those added presumably coming 
in at an overall supervisory and policy coordination 
level, it can be expected to increase the ratio of 
high-level employees to overall employees. 

III. Some General CoiiDDents on the Board of Directors Structure 

We consider the present arrangement, with the OPIC Board of 
Directors exercis·ing the powers and au.thority conferred by 
Section 2..33(b) of the Foreign Assistance Act, essential to the 
effective operation of the Corporation. The Inter-Agency Economic 
Policy Group considered the question of continuing OPIC's present 
s.tructure with its mixed Government and private Board last year 
as a prelude to the presentation to Congress of the Administration 
bill to extend OPIC's authority. The Group concluded that the 
Board has facilitated administration policy control over OPIC 
because Board meetings provide a convenient forum to discuss 
policy questions, particularly those involvin_g highly technical 
issues. In addition, the review concluded that the Board structure 
provides d'ist"inct advan.tages for the OPIC program because .it gives 
both management and ·business input from the .private-sector Board 
members and because the businesslike structure and decision-making 
process assure prompt resolution of issues. This structure allows 
OPIC officials to describe our decision-making procedure in a way 
that is e·asily understood by business. The conclusions of the 
Economic Policy Group made over 18 months ago are equally relevant 
today. 
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In addition, it should be noted' that the OPIC Board presently 
functions actively with consistently high levels of attendance and 
interest by both public and private-sector members. An advisory 
board would not attract this caliber of membership nor the interest 
of its members and, as with many advisory committees, would probably 
disintegrate into a mere .forum for the government members to present 
their viewpoints to tired listeners. 

When Governor Gilligan described the !DCA proposed board 
s,tructure at the last OPIC Board meeting, the reaction from both 
private and public-sector members was very strong. None thought 
switching to an advisory bo·ard was a good idea. They pointed out 
that responsible preparation, genuine interaction between public 
and private members and consistent attendance could not be expected 
f.r.om an· advisory board • 

An add'itional value of the pr.esent Board structure is its 
role in facilitating prompt and irrevocable decisions that involve 
five Government agencies. The Board has functioned over the ye.ars 
as a place f·or testing ideas., giving the various government depart­
ments an opportunity to explain their viewpoints, but also has 
resolved any conflicts by majority vote. (There has been no instance 
of a public-private split as to any decision). OPIC' s ability to 
function responsibly in a private-sector timetable, to make 
commitments to insure, lend or guarantee within relatively short 
per.iods, depends upon the efficacy of its decision-making processes. 
If clearances were needed from additional echelons and other 
government departments before OPIC could commit, the decision­
making pr.ocess would be much longer, and OPIC' s :role as· a 
facilitator of developmental private investment would therefore 
be substantially lessened. 

IV. Reorganization or Legislation 

OPIC strongly prefers that any action affecting OPIC be 
limited to that possible under the President's reorganization 
authority. Our exper.ience in both 1974 and 1977 was that con­
sideration of OPIC's legislation became the occasion for Congres­
sional scrutiny of broad issues of international economic policy, 
especially r.egarding the activities of multinational corporations. 
There is every reason to believe that this debate would be 
rekindled if OPlC authorization were again before Congress in 
1979, particularly since we may predict continued AFL-CIO opposi­
tion to both OPIC and it·s programs. This could hav~ a disruptive 
effect not only for OPIC but also on other aspects of the proposed 
legislative package. 
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We believe that the effort to eliminate "barnacles" from the 
Foreign Assistance Act could better be addressed by a direct 
attempt to repeal the "barnacles." Although we do not have a 
political Judgment as to the likely success of such an approach, 
we do not think it would be more difficult than that of the 
proposed repealing of existing legislation and passing of "barnacle"­
free comparable legislation. 

V. Several Po,tential Problems in the Proposed Mixture of 
Reorganiza.tion and Legislation under Option III 

AID has informed us that it has not drafted either the 
proposed reorganization plan or the new legislation, so .this 
comment is directed to issues that appear to be inherent in the 
general description. 

A. The Proposed New Legislation 

The IDCA proposal states at page 32 that the sections 
of .the statute to be contained in Title 8 are "those 
programmatic sections which are currently contained 
in Title IV of Chapter li of Part I of the FAA •••• " 
We are not sure exactly what "programmatic sections" 
means. In add·ition to au·thority to operate the 
political risk insurance and guaranty programs, our 
present legislation includes:, among other things, 
au·thority to: lend from the Direct Investment Fund, 
invest our earnings in U•. S. Government ·Securities, 
.hire up to 20 persons outside of civil service laws 
and regulations, arbitrate disputes ar.ising under 
insurance contracts, sue and ·be sued in OPIC' s own. 
name, and give full faith and credit guaranties in 
settling claims. We would want to be sure, if a 
legislative approach were taken, that any nel.• legis­
lation continued all of these and other authorities 
specified in Section 239(a)-(d) of the For.eign 
Assis.tance Act of 1961, as amended. 

B. OPIC's Corporate Structure 

OPIC. is now one of the named corporations subject to 
t:he Government Corporation Control Act, 31 USC 846. 
As such it is subject to various budgetary requirements, 
31 USC 847-849; it must be audited by the General 
Accounting Office, 31 USC 850; and the Comptroller 
General must send audit reports on OPIC to 
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the Congress, 31 USC 851. It is not at all clear from 
the described proposed reorganization plan and bill 
under Option III whether OPIC would continue to have 
this corporate status and, if so, how it would conform 
to the statutory requirements of the Government Corpor­
ation Control Act as a part of the IDCA. OPlC believes 
that it can best operate the programs under its self­
sustaining mand'ate as a Government corporation subject 
to the previsions of the Government Corporation Control 
Act with annual audits by the General Accounting Office. 

VI. Possible OPIC Operation of Other Programs 

The summary of the reorganization plan presented on page 23 
groups together "the investment insurance and guaranty programs 
of the Overseas Private Investment Corporation (.OPIC), the housing 
inves'tment guaranty programs and other guaranty programs." 'We do 
not know whether this ilnplies that OPIC would be the entity 
responsible for operating the housing guaranty program or any 
other guaranty program. 'We note that the housing guaranty 
program, which tends to deal primarily with government entities 
in the LDCs, is significantly different from OPIC' s programs, which 
concentrate on the private sector. 'We see no inherent advantage to 
the operation of either OPIC or the housing guaranty program in 
giving that program to OPIC to operate. 



FOOTNOTES 

11 The need for OPIC's corporate structure and management independence 
was first considered in the late 1960's by the International Private 
Investment Advisory Council (IPIAC), an advisory board established 
by the Foreign Assistance Act of 1966, After a comprehensive study 
of the AID investment incentive programs, the. IPIAC published its 
findings in a report of December 1968, entitled;_- "The Case for a tJ.S. 
Overseas Privat·e Enterprise Development Cor.poration," The findings 
and recommendations of IPlAC were refined by the Executive Branch and 
Cong-ress and ultimately resulted in the formation of OPIC. 

The IPIAC report vigorously recommended the formation of an independent 
U.S. corporation S·imilar to the Export-Import Bank, IFC, and similar 
entities in other countries, as the best form of agency to manage the 
investment incentive programs. The critical elemen.ts of the corporate 
form were its legal flexibility as a government agency and the unique 
relationship that would be engendered by a mixed government-private 
sector Board of Directors with management responsibility for the 
corporation, The Council concluded that this structure would achieve 
both greater administrative and financial flexibility, more business­
like operating methods, and would be beneficial in developing both a 
professional staff of experienced, ·business-oriented career personnel 
and a more entrepreneurial-minded management. 

These recommendations were vigorously supported by the private sector, 
which had been grumbling about bureaucratic inertia and delays in 
handling insurance and finance. applications, For example, in 1969 
testimony ·before the Bouse Committee on Foreign Affairs, the National 
Association of Manufa.cturers a·rgued as follows: 

"Above all other benefits, we believe that establishment 
of the corporation, OPIC, brings something ne"'' into the 
foreign economic development field simply because of its 
character as a business-,managed institution. • • • In a 
tangible way, it will be relieved of the built-in delays 
that characterize a typical public agency function. The 
coordination of various government agency views will be 
accompl:ished, not by slow pushing through levels of several 
agencies, but'simultaneously at the conference table of the 
Board of Directors, The application of experienced business 
judgment by the Board and its business. staff will help 
reduce the long and costly duplication of studies and reviews, 
firs-t by private technicians and then by government· staffs. 
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Through the oper.ation of tbe corporation by a Board of 
Directors, the possibility of instant veto by a single 
government agency will be lessened. The vacillations, 
traditions and regulations of a bureaucracy will not be 
so rigidly imposed on an executive team geared to taking 
decisive action. Past loan applications have required 
up to a year and a half for their final clearances by 
four or f.i:ve internal or in·teragency committees and in 
some cases by the ·White Bouse. • • • . 

"The corporate structure implies ·a distinct advantage 
over the existing agency procedures in the confidence it 
will inspire in the business world. The prospect of sub­
mi:t ting a proposal to cover a capital risk to a Board 
comprised largely of business peers should go far to over­
come any reluctance an entrepreneur may have in dealing 
with a purely government agency. The confidence will 
extend not only to the sponsor of the enterprise, but to 
the lending institution whose judgment will further be 
reinforced by the experience of the Board and its top 
business staff. • • • The involvement of individuals of 
stature at high levels both wi.thin the governmen.t and 
private business wil:l make this organization a well­
supervised element of our foreign aid program." 

(Hearings on Title II of H.R. 11792, Foreign Assistance 
Act of 1969, before. the Subcommittee on Foreign Economic 
Policy of the House Committee on Foreign Affair.s, 9lst 
Congress, 1st Session 88, August 12, 1969). 

In its report on the Foreign Assistance Act of 196.9, the House 
Commi·ttee on Foreign Affairs also emphas.fzed the government-business 
partnership aspect of OPlC's Board of Directors. The report states 
as follows: 

"One of the major advantages of the co.rporation 
structure, in the Committee's vie_., is that it would 
create and apply a partnership of U.S. ,private managerial 
know-how and official policy decision-making to the 
business of international development, This joint effort 
should result in greater efficiency in the administration 
of investment ·incentives within the confines of U.S. 
foreign policy and a broaden·ing of U.S. private participa­
tion in the development process." 

(House Committee on Foreign Affairs, Report on Foreign 
Assi·stance Act of 1969, H.R. 14580, 9lst Congress, 1st 
Session 29, November 6, 1969), 
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2/ The transfer of these assets was completed by subsequent appro­
priations in 1972, 1973 and 1974 that effectively transferred 
to OPIC the $50 million of program-related assets that had been 
held back originally to fund the AID housing guaranty program. 

1./ The sec.tion-by-section analysis of the Humphrey-Case Bill prepared 
for the use of the Senate Foreign Relations Committee provided in 
relevant part in the discussion of proposed Section 311 [corresponding 
to Section 231 of the Foreign Assistance Act of 1961, as amended 
(the "FAA")]: 

"This sec·tion continues the existance of the 
Overseas Private Investment Corporation (the "Cor­
poration"). The basic purpose, authorities and 
structure of the Corporation continue unchanged, 
as the existing statutory charter remains intact ••• 
the Corporation will retain its identity as an 
independent agency of the United States, with all 
powers of the Corporation remaining vested in its 
11-person Board of Directors ••• " p. 39. 

The analysis .of Section 313 (b) of the Humphrey-Case Bill provided 
that Section 232 (b) of the FAA, regard·ing OPIC' s Board of Directors, 
would remain intact except that the Administrator of IDCA would be 
specified as Chairman o.f the Board rather than the Administrator 
of AID. p. 42. 
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COR?ORAnON 

1'12V .2~ S'!fee7. NW. 
w~r~:-. :>.c. 7'~7 
ieiex-0=>;= Ws."": 8:1·.23'.0 · 

December 11, 1978 

MEMORANDUM· 

TO: Pe.ter L. Szanton, Assoc.iate Director for 
Organization Studies 

Office of ~gement and Budget 

A 
.. Roo:n 3 , New Executive Office BuUding 
· , D.c. 20503 . . . 

I 

FROM: sident 

SUB.JEC'l' : Comments of OPIC 

~e have reviewed your proposed memorandum and have several comments 
as to the general approach and the statement of the options that 
specifieally concern OPI.C. 

The memorandum does uot address what problems, if any, would be 
reduced or eljm1nated by the foreign-assistance programs' reorgani­
zation and' how any improvements Woul.d be accomplished. ~or does it 
address what, if any, reductions of personnel or expenditures would 
result. The dis~sion of the pros and cons of some op.:.ions 
seems to assume t·bat there are relative efficieneies but, as far as 
we ean detem.ine, there is .uo basis for those assumptions. 1n fact, 
all of the options presented f.or the MOBs and international orgBl:i­
zations seem to continue the need for at leas.t three agencies to 
have input (and therefore staff requirements), but merely rearrange 
the -,:elative roles of the agencies in decision making. There is no 
indieation that any efficiency, streml.ining or even improved coordi­
·nation would result from the suggested changes.· 

The memorandu:'s message seems to be that, iD response to the 
Humphrey-Case bill, the President decided last !".arch that the 
proposed IDCA. should be created and that ill September be communi­
cated to ChairmaD Z.S.bl:ocki that be intended to cr.eate. IDC.A.. T"ne 
net result comes very close to a reorganization that has .no 
demonstratable effec.tivenes.s aside from that of a vehicle that some 
proponents of the FITC deem necessary for its crea.tion. 

Inclusion of OPIC iD IDCA. 

The memo accepts the March decision that OPIC should be a component 
of the IDCA while re-opening the simultaneous decision as to the 
Peace Corps (at least if there is not "substantial authority") in 
the IDCh. we believe that the decision to include OPIC should a.lsc 
be reconsidered. 



.• 

2 

The March decision and interagency reaction described on page ·6 
of your memo were predicated on the OPIC-IDCA relationship 
delineated in the Humphrey-Case bill. This specifically provided 
for OPIC' s continuation as a separate, self-sustaining goven::Dilellt 
corporation under the policy direction of a Board of Directors 
appointed from both the private and public sectors. The only 
change in OPIC' s structure was to be the s.ubstitut.ion of the 
Admini.strator of IDCA for the Adnl'fnistrator of AID as Chairman 
of the OPIC Board of Directors. Thus, it would be neither 
accurate nor appropriate to represent that the decision to :Include 

, OPIC in the IDCA, under whatever of the optional strueturu 
should be chosen, was- made or supported by the consulted agencies. 
There was a condition to the decision as to OPIC just as there 
vas as .to Peace Corps. 

Furthermore, we believe that at no point in the consideration has 
there ~een re.ali.s.tic exam1:nation of the way OPIC functions as a 
development agency-one that accomplishes its developmental 
'mission only i:f and when ·businesses make business decisions to 
invest in developing countries. 

The "New Directions•' and "Basic Brrman. ~eeds"- policy emphases that 
govern the other economic assistance agencies are inappropriate 

· for OPIC. Congress ~cifically recognized tlds inappropriateness 
this year. ltecognition of the business-related nature of OPIC' s 
role in the foreign assistance program was the basis for the 1969 
decision to separate the program from the bilateral assistance 
program and to create a separate, independent agency. The corporate 
form with the .mixed private-public loa.rd of .Directors vas 
delib~rately chosen as· a more efficient and business-like structure 
than that of a traditional goverament agency. 

Congress •bas given further recognition to the business-supporting 
aspects of OPIC' s mission in requiring OPIC to give preferential 
consideration to assisting investment by smaller D.S. businesses:· 
in the developing countries. Additional e:vide.nce of OPIC' s 
business-related role is demonstrated by its participation with 
the De.part:ment of Commerce., Export Import Rank and Small Business 
AcilUnistration 1n conduc.ting a nation-wide progru to encourage 
smaller u.s. businesses to conside~ entering export markets and, 
in fu-rtherance of export developmen·t, to consider appropria·te 
inves,t:ments 1n less developed countries. Thus it is not at all 
clear that including .policy decisions for OPIC as part of the 
policy for bilateral and multilateral assistance .Jnakes any sense 
or is even possible. 

·. 
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Therefore we urge that, at least as long as there is any 
question as to the degree of integration of the component 
agencies, the question of OPIC's inclusion be considered 
open. Suggested language for presenting this option is: 

"OVERSEAS PRIVAl'E mvESTMENT COlPORA'l'lON (OPIC) 

OPIC activities support economic development in the 
Third World. Since its role depends on its eneourage­
ment of private tJ·. s. invest::ment of capital.., teclmolol)' 
and management sld.lls, it can assist development only 
where businessmen make business decisions to iDvest. 
It is a Government corporation under the policy aDd 
management direction of a Board of Directors and is 
requi.red by la~ to run in a self-sustaining ma.nner. 
Its operating funds are provided from its insurance 
premiums, guaranty fees and interest and it does not 
receive appropriations. lt ·is therefore subject to 
different policy and bud'getary considerations than 
those affecting bilateral aDd multilateral assistance 
programs. Effective coordination of OPIC policies with 
overall u.s. d'evelopme.nt policies 1.& accomplished 
through the chairing of OPIC'' s Board of Directors by the 
Admini sttato~f AID and membership on the Board of 
Assistant Secretaries of Commerce, State and TreaSU%')'. 

= 
The arguments for inc.luding OPIC in IDCA are principally tbat: 

.. 
0 It is 8 development agency and should· be inclucled 

to the extent practical and appropriate in any over­
all, development agency, provided it can .reta.i%1 its 
independence as to policy and budget. 

o ldentifieatioD 'Wi.th an overall economic assistance 
·agency may be beneficial in obtaining renewal of 
authority f.r:om Congress. 

The major arguments against including OPIC in IDCA are: 

o OPIC's policy, program and budgetary considerations 
differ so markedly from those of the other economic 
ass-istance agencies that any benefit fro~r. coordina­
tion is somewha·t illusor,. 

o If the eventual IDCA structur.e provided for anythint 
other than a continuation of OPIC'' s present independent 
status under 8 broad "policy umbre~la" OPIC's eHec­
tiveness and ef:iciency would be severely hamperec. 
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OPIC Decision 

1.. Consolidate OPIC into IDCA. (Supported by AID and 
acceptable to OPIC, and provided tba t adequate policy 
and operating autonomy for OPlC is retained - this 
issue is discussed below.) 

APPROVED --------

2.. Retain present arrangements. (Supported by OPIC 
unless adequate policy and operat1ng autonomy for 
OPIC is retained). 

APP~-----------------·" 
The Presentation of the "Degrees of Integration" ·Options 

The discussion as to degrees of integration ignores completel1 
that AID would be a component of IDCA and seem.s to assume ·certain 
efficiencies that are not adequately articulated and that, in our 
opinion, cannot be substantiated. Although the introductory paragraph 
indicates that "some variations would be necessary .amoug components" 
there is no exploration of the specific possibilities for variation 

• -- within the gener~dels. It is surprising that only the second 
option, "Full Authority, Partial Integration," d'epicts the· IDCA 
Administrator-- as ac·ting as the chief advisor on dev~lopment to 
the President and Secretary of State. Tbat function is possible 
under .U of the possible variations of integration and we assume 
that it is a .E;e! ~~of the organization of IDC!. Since we 
believe that anything but the loosest arrangement would have an 
extremely negative effect on OPlC,, we believe specific recognition 

. of this wil.l be necessary in presentation of these options. ~e 
suggest the following cba.nges in the ,presentation of tbi.s issue: 

a. Full Integration -

l. Change the "supporting" arguments to note that 
neither is true insofar as integration of OPIC 
is included. (~e are not convinced that they 
otherwise can be substantiated.) 

2. Change the first "opposing argument" to read: 

''IDCA would contain components., such as Peace Corps 
and OPIC, 't.•hicb have sharply contrasting functions 
and constituencies, and, as to OPIC, significantly 
different policy considerations. Their cu:-rent 
• • • prese:ved." 



s 
3. Add a new "opposing argument" as follows: 

"This option would revert to a situation previously 
tried and discarded.. OPIC was created because 'full 
consolidation' of the OPIC progr£mS in AID was 
determined to be unsatisfactory." 

b. Full Authority, Partial Integration -

OD the basis of the pro and con arguments given for this 
option :we would urge that it be deleted. All of the "pro" 
arguments are equa:lly true as to the ••Policy Supervision 
and Partial Integration" option and thus C&DDOt be said 
to be arguments for the full authority option. 

l. The first "against" argument again illlplies that full 
integration would be more economical. Our comments 
as to Option l are again relevant. 

2. We would also add as an .additioual "against" 
argument: 

"o It would require substantial changes in the 
·~C structure if OPIC were included in that 
it would deprive .the public- and private-sector 

. Board of Directors of its significant policy 
function, thus 1MkiDg it 1n0re an advisory group 
tbatl a corporate Board of Directors." 

~~ Policy Supervision and Partial Integration --

1. · The Adminis·trator would be the chief advisor o~ 
development under this option as well. 

2. We would· make the following additions and changes 
to the "f.or" arguments: 

A. Amend the second argument to read "useful 
policy and operating latitude." 

B. Add: 

"o Produce fewer morale and progr&m disruption 
problems than Options l and 2." 

"o Does not preclude greater consolidation if 
that shoulc later sel!lt desirable anc 
feasible.." 
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"o Gives best recognition to the diversitY of 
program purposes and means of execution." 

3. The "against" arguments imply that this option is 
weakest of the three from an economy viel."Point. 
There is no reason to assume that this is true. 

The decision section on Degree of Integration 
should reflect more strongly that no agency 
recommends the Full Integration option. 

OPlC'.s Recommendations for the Options 

A. MDB Decision: 

Option l. Supported. 

Option 2. Not supported. 

Option 3. Not supported. 

! . IO Decision: 

Optiou 1. Supported. 

Op,tion 2. Not supported. 

Option 3. Not supported. 

·c:. P.I.. ,480 Title III Decision: 

Option l. Supported. 

Option 2. Not supported. 

D. Peace Corps Decision: 

OPIC concurs with the Peace Corps' positions as to 
these options. 

t. Proposed OPIC Decision: 

Op.tion l. Acceptable to OPIC only if there is a 
"substantial" IDCA and provided that 
adequate policy and operating autonomy 
for OPIC is retained. 
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Option 2. Supported.by OPIC unless there is a · 
"substantial" IDCA and adequate policy 

7 

and operating autonomy for OPIC is retained. 

F. Degree of Integration Deeision: 

Option l. Not supported. 

Option 2. Not supported. 

Option .3. Sup.ported provided adequate policy and 
operating autonomy for OPIC is retained. 

G. Rela·tionship to Department of State Decision: 

Option 1. Supported. 

Option 2. No:t supported. 
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